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FEDERAL ENERGY ADMINISTRATION

MONDAY, DECEMBER 10, 1973

H ouse of Representatives,
Legislation and Military Operations  S ubcommittee

of th e Committee on Government  Operations,
W a^hington, D.G.

The subcommittee met, purs uant to notice, at 10:05 a.m. in room 
2154, Rayburn House Office Building, Hon. Chet Holifield (chairman 
of the subcommittee) presiding.

Present: Representatives Chet Holifield, Benjamin S. Rosenthal , 
Jim  W righ t, Ferna nd J . St Germain, Don Fuqua , William S. Moor
head, Torbert H . Macdonald, Fra nk Horton , Clarence J . Brown, and 
Richard W. Mallary.

Also present: Herbert Roback, staff direc tor; Charles Goodwin, 
counsel; Michael McGinn, defense ana lys t; Elmer Henderson, general 
counsel; Miles Romney, counsel -administrator ; Warren Buhler, 
minor ity professional staff, Committee on Government Operations.

Chairman H olifield . The committee will be in order.

OPE NING STATEMEN T OF CHAIRMAN CHET HOLIFIELD

Today, the Subcommittee on Legislation and Mili tary  Operat ions 
will take testimony on H.R. 11793, a bill to establish a Fed eral Energ y 
Administration . The hearings  will continue in afternoon and evening 
sessions, at 2 p.m. and 7 p.m., so tha t we can complete them today.

We are working against time to report out th is bill, which is essen
tia l to provide an administra tive mechanism for the emergency con
servation measures and related emergency actions which will 
be authorized under separa te legislation, soon to be enacted by the 
Congress.

To keep in  perspective our committee and subcommittee activities 
of recent days, the energy crisis requires that two types o f o rganiza
tions be established.

Fir st, an agency to deal with the immediate pressing problems in 
insur ing fai r and equitable d istribu tion of scarce energy supplies, and 
taking such o ther measures as are  necessary to step up energy p roduc
tion and conservation. H.R. 11793, which is before us today, would 
create tha t agency.

Second, an agency to develop and direct the research and develop
ment programs which will tap new energy sources and enable the 
United States to become self-sufficient in energy. Such an agency is 
provided  in H.R. 11510, which the committee approved on Wednesday, 
December 5, 1973. We are trying to get both bills cleared for House 
action as soon as possible.

(1)
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Events are moving quickly, and this committee is working very hard to provide, by law, the basic organizations needed to  deal with the energy crisis.
Our first witness today will be the Honorable Roy L. Ash, Director of the Office of Management and Budget.
Before we hear the witness, I  yield to my colleague, Mr. Horton.Mr. Horton. Thank you, Mr. Chairman. fWe now have an energy crisis far  worse than  any of us expected; largely because of the Arab boycott and the October Mideast war.Because this  affects every aspect of our lives, especially our economy,it is important tha t appropriate emergency legis lation be enacted as *quickly as possible.
Mr. Chairman, I thin k the people should know tha t the Congress and the admin istrat ion have been working nigh t and day and weekends pu ttin g together the necessary organizations and policies to meet this crisis. Th e results of these efforts may not lead to perfect solutions, but a t least we will give ourselves a be tter chance of avoiding disaster.Today’s hearings focus on legislation to create the management organization for th is emergency, the Federal Energy Adminis tration.Back in 1971, this committee began its review of legislation introduced by the chairman and myself which would reorganize Federal programs in the  energy area.
As a resul t of these hearings in the last Congress and earlier  in this Congress, we were able to identify the opportunities  for improving the  organization of Federa l energy programs. As a m atte r of fact, earlier  this year we introduced the na tura l resources proposal, and that was the subject of hearings dur ing  the summer months.
I hope we will be able to move forward quickly on this  particular bill, H.R. 11793, realizing that  a still broader reorganization of our natu ral resources programs will be necessary in the nea r futu re.Mr. Chairman, last week our committee reported out the Energy Research and Development Adm inist ration bill. Very soon I  hope we will be able to  report out  th is bi ll with  such changes as the committee feels necessary. We need this  legislation along with the National Energy Emergency bill if we are to avoid an energy disaster.Chairman Holifield. Mr. Ash, the committee will be glad to hear from you on this matter. *[The bill, H.R. 11793, follows:]



’ H. R. 11793

IN  TH E HOUSE OF RE PR ES EN TA TI VE S

December 5,1973

Mr. Holifield (for himself and Mr. Horton) introduced the following bill ; 
which was referred to the Committee on Government Operations

A BILL
To reorganize and consolidate certain functions of the Federal  

Government  in a new Federal  Energy Administra tion in 

order  to promote more efficient management  of such func-

K  tions.

1 Be it enacted by the Senate and House of Bepresenta- 

•  2 tines of  the United States of America  in Congress assembled,

3 Tha t this Act may be cited as the “Federal Energy Admin-

4 istration Act”.

5 es tablish me nt  of fed era l energy adminis tration

6 Sec . 2. (a) There is hereby established an independ-

7 ent executive agency to be known  as the Fede ral Ene rgy

8 Administra tion (hereinafter  referred  to as the “Adm inistra-

9 tion” ) . The Admin istration shall be headed by an Adminis-

I
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trato r and Deputy  Admin istrator  each of whom shall be ap

pointed by the President by and with the advice and consent 
of the Senate.

(b) (1) The functions and powers of the Administra

tion shall be vested in and exercised by the Adminis trator.

(2) The Administrator  may from time to time, and to 

the exten t permi tted by law, delegate  such of his functions 

as he deems appropriate.

(c) The Adminis tration is authorized to have six As

sistant Administ rators and three Assistants  to the Adminis

trator,  each of whom shall be appoin ted by the Adminis

trator.

(d) The Administ ration shall have a General Counsel, 

appointed by the Administ rator. The General Counsel shall 

be the chief legal officer of the Admin istration.

(e) The Assistant Admin istrators, the General Counsel, 

and the Assistants to the Adm inis trato r shall perform such 

functions and  duties as the Adminis trato r m ay prescribe.

(f) The Admin istrator  shall designate the order in 

which the Deputy Administrator  and other  officials shall act 

for and perform the functions of the Administ rator  during his 

absence or disability or in the event of a vacancy in his 

office.

fu nc tion s of the federal energy administration

Sec. 3. (a) The Federa l Ene rgy Administration  shall 

be responsible for assuring that adequate provision is made to

A

A

9
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meet the energy needs of the Nation  for the foreseeable 

future. To that end, the Administration shall plan, direct, 

and conduct programs related to the production, conserva

tion, use, control, distribution, and allocation of all forms of 

energy.

(b) The Administ rator  of the Federal Energy Admin

istration  shall be the Pres iden t’s adviser with respect to the 

establishment and integration of domestic and foreign poli

cies re lating to energy matters.

TRANSFERS

Sec . 4. (a) There are hereby transferred to and vested 

in the Administr ator all functions of the Secre tary of the  In 

terior, the Depar tment of the Inter ior, and officers and com

ponents of that dep artment:

(1) as relate  to or are utilized by the Office of

Petroleum A lloca tion ;

(2) as relate  to or are utilized by the Office of

Energy Conservation; '

(3) as relate to or are utilized by the Office of

Energy Data  and Analysis ; and

H) as relate  to or are utilized by the Office of Oil 

and Gas.

(b) There are hereby transferred to and vested in the 

Admin istrator  all functions of the Chairman of the Cost of 

Living Council, the  Executive Direc tor of the Cost of Living
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Council, and the Cost of Living Council, and officers and, 

components thereof as rela te to or are utilized by the Energy 

Division of the Cost of Living Council.

admin istrativ e prov isions 

Sec . 5. The Admin istrator  of the Federal Energy Ad

ministration may—

(1) appoint, employ, and fix the compensation of 

such officers and employees, including attorneys, as are 

necessary to perform the functions vested in him and 

prescribe their author ity and duties;  except that  fifty-five 

officers and employees may, under this provision, be 

compensated at rates not in excess of the rate prescribed 

for GS-18 under section 5332 of title 5 of the United 

States Code, and that  of such fifty-five officers and em

ployees, fifteen may, under this provision, be appointed  

without regard to the provisions of tit le 5 of the  United 

States Code governing appointments in the competitive 

service;

(2) employ experts,  expert witnesses, and consult

ants in accordance with section 3109 of title 5 of the 

United States Code, and compensate  such persons at 

rates not in excess of the maximum daily rate prescribed 

for GS-18 under section 5332 of title 5 of the United 

States Code for persons in Government service employed 

intermitt ently ;

A

z*
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(3) appo int advisory committees composed of such 

private citizens or officials of Federal, State, and local 

governments as lie deems desirable to advise him, and 

compensate such persons other than those employed by 

the Federal Government at rates not in excess of the 

maximum daily rate prescribed for G S-18 under section 

5332 of title 5 of the United States Code for each day 

they are engaged in the actual performance of their  

duties (including traveltime) as members  of a commit

tee and pay  such persons travel  expenses and per diem 

in lieu of subsistence at rates authorized by section 5703 

of tit le 5 of the United States  Code for persons in Gov

ernment service employed intermitt ently;

(4) promulgate such rules, regulations, and proce

dures as may be necessary to carry out tlni  functions 

vested in him ;

(5) utilize, with their  consent, the services, per

sonnel, equipment, and facilities of Federal, State, re

gional, local, and private agencies and instrumentalit ies, 

with or withou t reimbursement therefor, and transfer 

funds made available pursuant to this Ac t to Federal, 

State, regional, local, and priva te agencies and instru 

mentalities as reimbursement for utilization of such serv

ices, personnel, equipment, and facilities ;

(6) accep t volunta ry and uncompensa ted services,
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except where such services involve adminis trative pro

ceedings, investigations, or enforcement powers notwi th

standing the provisions of section 3679 of the Revised 

Sta tute s;

(7) adopt an official seal, which shall be judicially 

noticed, and the provisions of section 709 of title 18 

of the United  States Code shall apply  to the use of the 

seal, after its adoption and publication in the Federal 

Register, except as provided by regulations prescribed 

by the Adm inist rator ;

(8) accept unconditional  gifts or donations of 

money or property , real, personal, or mixed, tangible 

or intangible ;

(9) subject to appropriation Acts, enter  into and 

perform contracts, leases, cooperative agreements, or 

other transactions  with any public agency or instru

mentali ty or with any person, firm, association, corpo

ration, or institu tion ; and

(10) perform such other activities as may be neces

sary for the effective fulfillment of his duties and func

tions.

com pen sat ion

Sec . 6. (a) Section 5313 of title 5 of the United States 

Code is amended by adding at the end thereof the following 

new para grap h:

A

A
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l “ (2)  Administrator of the Federal  Energy Admin

A
2 istrat ion.” .

3 (b) Section 5314 of title 5 of the United States Code

V
4 is amended by adding at the end thereof the following new

5 parag rap h:

6 “ (62) Depu ty Administrator of the Federal Energy

7 Adm inist ration.” .

8 (c) Section 5315 of title 5 of the United States Code

9 is amended by adding at the end thereof the following newr

10 par agrap h:

11 “ (99) Assistant Adminis trators, Fede ral Ene rgy

12 Admin istration (6).

13 “ (100)  General Counsel, Federal Ene rgy Admin

14 istration.” .

15 (d) Section 5316 of title 5 of the United States Code

A 16 is amended by adding at the end thereof the following new

17 parag rap h:

<• 18 “ (132)  Assistant to the Administra tor, Federal

19 Energy Admin istration (3 ). ” .

20 (e) In  the event  that  any individual at the time of

21 entering  upon any one of the positions described in subsec

22 tions (a) through (c) of this section then holds another

23 position in the executive branch, he may continue to hold

24 such original position but shall be entitled, for as long as he

25 holds both positions, to receive the pay for only one such
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position : Provided, That he shall be entitled to receive the 

grea ter pay if different rates of pay  are prescribed for the 

two positions.

(f) Appointments to the positions described in sub

sections (c) and (d) of this section may be made without 

regard to the provisions of title 5 of the United States 

Code governing appointments in the competitive service. 

TRANSITIONAL AND SAVING PROVISIONS

Sec . 7. (a) All orders, determinations, rules, regula 

tions, permits, contracts, certificates, licenses, and 

privileges—

(1) which have been issued, made, granted, or 

allowed to become effective by the President, any Fed

eral department or agency or official thereof, or by a 

court of competent jurisdiction, in the performance of 

functions which are transfe rred under this Act, and

(2) which are in effect at the time this Act takes 

effect,

shall continue in effect according  to their terms until 

modified, terminated, superseded, set aside, or revoked by 

the President, the Administra tor, or other authorized offi

cials, a court of competent jurisdiction, or by operation of 

la w .

(b) The provisions of this Act  shall not affect any 

proceeding pending, at the time this section takes effect,

*

*

A

r

22

23
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1 before any depa rtment or agency (or component thereof)

2 regarding functions which are transferred by this Act ; hut

3 such proceedings, to the exten t that  they relate  to functions

4 so transferred , shall be continued. Orders shall be issued in

5 such proceedings, appeals shall he taken therefrom and

6 payments shall he made pursuant to such orders, as if this

7 Act had not been enacted; and orders issued in any such

8 proceedings shall continue in effect until modified, termi-

9 nated, superseded, or revoked by a duly authorized official,

10 by a court of competent jurisdiction, or by operation of law.

11 Nothing in this subsection shall be deemed to prohibit the

12 discontinuance or modification of any such proceed ing under

13 the same terms and conditions and to the same extent  that

14 such proceeding could have been discontinued if this Act

15 had not been enacted.

X 16 (c) Exce pt as provided  in subsection (e) —

17 (1) the provisions of this Act  shall not affect suits

18 commenced prio r to the date this Act takes effect, and

19 (2) in all such suits proceedings shall be had, ap

20 peals taken, and judgments rendered, in the same manner

21 and effect as if this A ct has not been enacted.

22 (d) No suit, action, or other  proceed ing commenced

23 by or against any officer in his official capacity as an officer

24 of any depa rtment or agency, functions of which are trans

25 ferred by this Act, shall abate  by reason of the enactment
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of this Act. No cause of action  by or against  any departmen t 

or agency,  functions of which are transferred by this Act, 

or by or against any officer thereof in his official capaci ty 

shall abate by reason of the enactm ent of this Act. Causes 

of actions, suits, actions, or other  proceedings may be as

serted by or against the Unit ed States or such official as 

may be appropr iate and, in any litigation pending  when this 

section takes effect, the court may at any time, on its own 

motion or that  of any party, ente r any order which will give 

effect to the provisions of this section.

(e) If, before the date on which this Act  takes effect, 

any depar tment  or agency, or officer thereof in his official 

capacity , is a party to a suit, and under this Act  any function 

of such department, agency, or officer is transferred to the 

Administra tor, or any other  official, then such suit shall be 

continued as if this Act  had not been enacted, with the 

Administra tor, or other official as the case may be, sub

stituted.

(f) Fina l orders and actions of any official or compo

nent in the performance of functions transferred by this Act 

shall be subject to judicial review to the same exten t and 

in the same manner as if such orders or actions had been 

made or taken by the officer, department,  agency, or instru 

mentality  in the performance of such functions immediately 

preced ing the effective date of this Act. Any  statutory  require-
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ments relating to notices, hearings , action upon the record, 

or administrative review tha t apply  to any function trans 

ferred by this Act  shall apply to the performance of those 

functions by the Administra tor, or any officer or component.

(g) With  respect to any function transferred by this 

Act  and performed after the effective date of this Act, ref

erence in any other law to any department or agency, or 

any officer or office, the functions of which are so transferred, 

shall be deemed to refer to the Administra tor or other offi

cials in which this Act vests such functions.

(h) Nothing contained in this Act shall be construed 

to limit, curtail, abolish, or terminate any function of the 

President which he had immediately before the effective 

date of this Act ; or to limit, curtail, abolish, or termina te 

his authority to perform  such function; or to limit, curtail, 

abolish, or terminate his autho rity to delegate, redelegate, 

or terminate any delegation of functions.

(i) Any reference in this Act to any provision of law 

shall be deemed to include, as appropriate, references there

to as now or hereafter amended or supplemented.

(j) Except as may be otherwise expressly provided in 

this Act, all functions conferred by this Act shall be in addi

tion to and not in substitution  for functions existing  imme

diately before the effective date of this Act and transferred 

by this Act.

26 -7 2 5  0  - 74  - 2
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(k) The provisions of this section shall app ly to func

tions transferred to the Adminis tration pursuant to section 

4 (c) of this Act, except that  reference in this section to 

the effective date of this Act shall he deemed to be references 

to the date of the transfer of the functions involved.

INCID ENTAL TRANSFERS

Sec. 8. The Direc tor of the Office of Management and 

Budget is authorized to make such additional incidental 

dispositions of personnel, personnel positions, assets, liabili

ties, contracts, property , records, and unexpended balances 

of appropriations, authoriza tions, allocations, and other funds 

held, used, arising from, available to or to be made avail

able in connection with functions transferred by this Act, 

as he may deem necessary or appropriate to accomplish 

the intent and purpose of this Act.

DEFIN ITION S

Sec. 9. As used in this Act—

(1) any reference to “ function” or “ functions” shall 

be deemed to include references to duty, obligation, 

power, autho rity, responsibility, right, privilege, and 

activity,  or the plural thereof, as the case may be; and

(2) any reference to “perform” or “perfo rmance”, 

when used in relation  to functions, shall be deemed to 

include the exercise of power, author ity, rights, and 

privileges.

A

A
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EFFECTIVE  DATE AND INTE RIM APPO INTM ENT

Sec. 10. (a) Any of the officers provided for in sec

tion 2 of this Act may be nominated and appointed, as pro

vided in tha t section a t any time after the date of enactment 

of this Act. Funds available to any department or agency 

(or any official or component thereo f), any functions of 

which are transferred to the Administ rator  by this Act, may, 

with the approval of the  President, be used to pay the com

pensation and expenses of any officer appointed pursuant 

to this subsection until such time as funds for that purpose 

are otherwise  available.

(h) In  the event that  any officer required by this Act 

to be appointed by and with the advice and consent of the 

Senate shall not have entered upon office on the effective 

date of this Act, the Pres ident may designate any officer, 

whose appointment was required  to be made by and with 

the advice and consent of the Senate and who was such an 

officer immediately prior to the effective date of this Act, 

or any officer who was performing essentially the same func

tions immedia tely prior to the effective date of this Act, tO' 

act in such office until the office is filled as provided in this 

Act. While so acting, such persons shall receive compensa

tion at the rates provided by this Act for the respective  

offices in which they act.



16

14

1 APPROPRIATIONS

2 Sec . 11. There are hereby authorized to be appropriated

3 such sums as may be necessary to carry  out the purposes

4 of this Act.

5 EFFECTIVE DATE

6 Sec . 12. This Act  shall be effective on such date as

7 the President shall prescribe and publish in the Federal

8 Register , and shall terminate two years after such effec-

9 tive date.
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STATEMENT OF ROY L. ASH, DIRECTOR, OFFICE OF MANAGEMENT

AND BUDGET; ACCOMPANIED BY FRANK ZARB, ASSISTANT

DIRECTOR; AND CHARLES BINGMAN, DEPUTY ASSISTANT

DIRECTOR

Mr. Ash. T hank you, Mr. Chairman , members of the subcommittee.
Fir st, I would like to introduce my associates who will help 

answer any questions th at  you may hav e; Mr. Frank Zarb, Assistant 
Direc tor of OMB and Mr. Chuck Bingman, Deputy  Assistant Direc
tor. Together, they have been working extensively on this subject 
matte r, and we will be prepared to answer any questions you may 
have.

I am most pleased to be here as the committee opens hearings  on 
H.R. 11793—a bill that  would create a new Federal Energy Admin is
trat ion,  tha t we are referring- to as FE A,  to provide an urgen tly 
needed management capab ility for dealing w ith the energy crisis.

As you know, it was hardly  more than  a week ago tha t I and other 
administration witnesses appeared before this  committee to urge the 
prompt creation of the Energy Research and Development Adminis
tration. Now with the  proposal for a new Federa l Energy Adminis
tration, we are  urging the prompt establishment  of the other major 
organiza tion to help  resolve the Nation’s critical energy problems.

These fast breaking  events are a resul t of g reatly  accelerated efforts 
both in the Congress and in the executive branch. They reflect a grow
ing recognition that the energy crisis is indeed serious, that it will not 
be resolved easily nor quickly, and tha t Federal resources must be 
marshaled and organized in the best way possible to help the Nation 
through its present difficulties and to avoid new ones.

PRESIDENTIAL ACTIONS

Toward tha t end, the President requested on December 4,1973, that  
the Congress establish a new Federal Energy Administration  in order 
to consolidate energy resource management programs and to provide 
the basis for rapid  expansion of activities to deal with the energy 
emergency.

Also on December 4, the Presiden t created by Executive order  a 
Federa l Energy Office to take immediate actions under existing auth or
ity for creating the framework of the  proposed statutory agency and 
to take  other  currently authorized actions to improve the management 
and coordination of Federal energy resource activities.

As you know, the President has named William E. Simon to head 
the new Office, and Joh n C. Sawhill as Deputy Administra tor. These 
officials have already begun working with the heads of units tha t 
would be transfer red to FEA  by H.R. 11793. Mr. Simon will be present 
late r to provide fur the r information on the  purpose and goals of the 
proposed energy agency. When FE A is enacted, FE O’s operating  
functions will be absorbed by FEA .

NEED FOR CENTRAL AGENCY

Mr. Chairman, the fundamental and urgent need at this time is 
for unified leadership and strong  management over the many Federal 
activities  aimed at easing the national energy shortage. This  is essen-
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tial for providing the tools necessary for the Federal Government 
to cope with the energy situation on a more comprehensive and cohesive 
basis than is now possible.

Moreover, we recognize that other legislation  now before the Con
gress antic ipates placing major new energy emergency responsibilities 
in the  President and agencies of the Government. Therefore,  a central 
statutory agency will be all the more necessary for orchestrating KFedera l energy actions throughout  the executive branch.

The new agency is proposed to be b uilt  around a nucleus of several 
programs now located in the Department of the Interior  and the Cost 
of Living Council. From Inte rior  would come the functions now as- *
signed to the Offices of Petroleum Allocation, Energy Conservation,
Energy Data and Analysis, and Oil and Gas. Simila rly, the FE A 
would also receive the functions now performed by the Energy Divi 
sion of the Cost o f Living Council. These programs will provide the 
initia l resources and proven expertise necessary fo r taking immediate 
action to alleviate the effects of the energy crisis.

Estimates  of the resources involved in these programs are about 
$39 million and 1,430 employees. We are already seeking a supple
mental appropria tion from the Congress of $9.36 million which would 
allow us to increase the  FE A staff to about 2,500 by the end of fiscal 
year 1974.

Later , FE A will be provided with addit iona l special expertise and 
resources as its programs and activit ies are expanded to permit the 
full implementation of its statutory mandate. The extent of this 
fur the r buildup will be uncertain unt il the additional energy emer
gency legislation now in Congress is finally worked out.

FEA  AD MINIS TRATIVE  ORGAN IZATION

Under the Pres iden t’s proposal, the FE A will be headed by an 
Administ rator  and Deputy Administ rator , both appointed by the 
President and confirmed by the Senate. These officials would be assisted 
by a strong  management team consisting of six Assistant Adminis- K
trato rs, and a General Counsel.

FE A’s line programs will be carr ied out by the Assistant Adminis
trators  in the following area s: policy, planning,  and re gulatio n; opera
tions and compliance; economic data and analysis; international policy *
and programs; energy conservation and environment;  and energy re
source development.

The Assistant Administ rator  for Policy , Planning, and Regu la
tion will develop broad strategies  for dealing with overall shortages, 
analyze various options for dealing with  specific product shortages 
including allocation, surcharges, a rationing  program if one should 
prove necessary, and other opera ting programs. In addition, he must 
develop the overall policy and planning  for the Nation which will 
enable us to get on top of the energy problem for the future.

The Assistant Adm inist rator for Opera tions and Compliance will 
administer petroleum and gas distr ibut ion and consumption pro
grams. He will admin ister at the Fede ral level all allocation and 
ration ing programs, insur ing; (1) A fa ir and equitable distribution 
of fuel in accordance with published procedures; and (2) that ade
quate supplies of fuel are made available to meet high priority,  es-
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sential needs. The office will also be charged with main taining strong 
State and local ties as they relate to both planning for, and operation 
of, these programs, and will be the central  action office to respond 
to calls for assistance f rom the public and industry adversely affected 
by the fuel shortages.

The Assistan t Administr ator  for Economic Da ta and Analysis will 
be responsible for collecting and analyz ing inform ation  with respect

* to energy resources, production, dist ribution, and demand with respect 
to all forms of energy. In  addition, the Office will analyze the im pact 
of energy actions on the economy, including the secondary con-

v  sequences of Government actions. This Office will have primary  respon
sibility  throughout the Federal Government for  the collection, analy
sis, and publication of energy data.

The Assistant Admin istra tor for Inte rnation al Policy and Pr o
grams will focus on all international and national security factors 
that  are specifically energy oriented. The Office would monitor and 
manage in terna tional programs for the  Directo r, including mandatory 
oil import  program and energy expor t regulat ion, coordinate with 
Depar tments of State , Defense, and other  Government agencies on 
policy matters,  develop policy and advise the Directo r on international 
and national security issues.

The Assistant Admin istra tor for Energy Conservation and the 
Environment will be responsible for act ions to reduce the demand for 
scarce fuels, promote efficiencies in the use and development of energy 
resources, coordinate Federa l, State, and local energy conservation 
programs, identify needs for research and development into methods 
of improving the efficiency of use, develop a broad public awareness 
program of the need for energy conservation, and analyze environ
mental implications of  energy initiatives.

The Assistant Adm inis trato r for Energy Resources Development 
will be responsible for  facilita ting  implementation of the Presidents  
program to develop the capabi lity for national self-sufficiency in 
energy supplies and to insure t ha t th is goal is met with adequate pro-

> tection for the environment. This  is the main thrus t of what  the
President called Pro ject  Independence in his energy message of 
November 7,1973.

FE A will also have the necessary staff offices for  such activities  a,s
* policy analysis, congressional relations, and public affairs. In  add i

tion, FE A will seek to develop close ties to various  key groups in our 
socioeconomic system by creating and supporting advisory groups in 
such areas as consumer affairs, environment, labor, business, and agri
culture.

The foregoing descript ion of FE A reflects the way in which the 
admin istrat ion would pref er to see FE A organized and operated. It  
does not preclude adjus tments tha t time and experience may late r 
prove necessary, and the bill is cast with sufficient flexibility to permit 
late r modifications by the FE A Administra tor.

ROLES OF ENERGY AGENCIES

Let me also take this  o ppor tunity to clar ify the respective roles of 
FE A,  ERDA, NEC, and DENR—all of which are energy-re lated 
agencies currently proposed by the Pres iden t for establishment by 
the Congress.
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FE A will be an operations-oriented agency reportin g directly to the 
President and concerned with  immediate actions to manage the Na
tion’s energy resources in the best and most equitable manner possible.

The Energy Research and Development Administra tion, ERDA, will be a technology-oriented agency reporting  directly to the Pres i
dent and will be centrally responsible for conducting an accelerated 
and expanded energy R. & D. program  for all sources and utilization of energy in order to make available adequate amounts of clean energy 
at competitive costs in the years to come.

I want to emphasize that  creation of both  F EA  and E RD A should 
cause no confusion because the respective responsibilities of the two agencies are entirely different. FE A concentrates on the immediate 
planning and operational needs of minimizing  the  adverse impact of 
the fuel shortage, increasing our energy supplies and reducing our 
energy demands. ERDA deals with the research and development 
dimension where technology can yield new solutions to creating and using energy.

When ERD A is created, it  will initia lly be based largely  on the 
R. & D. and production functions and resources of the AEC, leaving in the  AEC only the licensing, regulation, and related safety and en
vironmental activities of the Commission. These will continue to be carried out under the renamed Nuclear Energy Commission—a t itle 
more accurately  describing the  natu re of the  agency’s work.

The President is urging the creation of FE A and ERD A/NE C d uring this session of Congress.
The Depar tment  of Energy and Natu ral Resources, DENR, will be a Cabinet-level department concerned with the improved management 

of our natu ral resources, including the energy-related activities that  
will be administered by the FEA. It  is proposed t ha t FE A be tran s
ferred to DEN R when that department  is established, and when we are sure t ha t FE A is no longer needed as a separate functioning agency with its  direct Presidential r eporting  relationship.

I must also emphasize t ha t FE A cannot exercise policy direction over other Federal  agencies, except to  the extent this  is provided by 
the special powers vested in the President or provided by the new emergency powers which the Congress is enacting.

FEA URGE NTLY NEEDED

In summary, Mr. Chairm an, the Federa l Government now lacks a 
crucial element in its total capabilty for grappling immediately with 
the nationa l energy problem. The Federal Energy Administration  is 
the best answer to filling that gap. It  is urgently needed now to cope 
with the immediate emergency situation , to manage th e many opera
tional programs which are going to be needed, and to provide the 
President  and Congress with the planning and policy recommenda
tions which will enable us to get ahead of the problem and make our 
enormous energy resources once more the servants of ou r needs.

As the President noted in his address to the Na tion and message to 
the Congress on November 7,1973, the successes of the Manhattan and 
Apollo projects did not just “happen.” We organized and marshaled 
our resources in the best manner possible to achieve those goals. This is exactly what is needed now, and  while good organization is not suffi-



cient by itself, it is absolutely essential for p rompt and productive  re
sults in getting the Nation through its energy problems.

On behalf of the President, Mr. Chairman, I again wish to than k 
you personally and the members and staff of this committee f or the  
swift and expert manner in which you are addressing these issues. We 
in the executive branch pledge every assistance and cooperation in 
these critically important and urgent endeavors.

Thank you, Mr. Chairman.
Chairman H olifif.ld. Thank you, Mr. Ash, for  your  testimony.
Mr. Horton.
Mr. Horton. Mr. Chairman, thank you.
Thank you, Mr. Ash, for your testimony, and for  outlin ing the pur

pose of this bill.
How important is FEA ?
Mr. Asii. We believe tha t FEA  is very impor tant  at this  time. There 

is no secret tha t we have a major crisis to be dealt  with. We must 
marshal the resources of the Federal Government as soon as possible, 
as effectively as possible. We regard it as a very important matte r be
fore the  Congress.

FEA AND ERDA

Mr. Horton. I was interested in your comments with rega rd to 
ERDA, FEA, NEC,  and DENR. I would like to have you elaborate  
a little bit on these various  organizations. ERD A, as you have indi
cated, is a research and development administ ration; it would be 
an independent agency.

Wha t communication would it have, what line of au thor ity would i t 
have, what direction would it receive from this  Federa l Energy Ad
minist ration , i f any?

Mr. A sh. Fir st, I would like to say, Mr. Horton, tha t both of these 
agencies report directly to the Pres iden t and separately to the Presi
dent ; tha t the P resident himself is tak ing  a high personal interes t and 
spending considerable of h is time working on the  energy m atters; and 
therefore , will be giving direct guidance and providing  direc t leader
ship to them both. But th at  is still not enough.

While neithe r of these agencies has  a super ior authority  over the 
other, i t nevertheless is essential, given the ir respective tasks, th at  they 
work closely toge the r; because certainly some of our short-te rm prob
lems can benefit by ER DA ’s technology and by understanding the 
technological implicat ions of early actions. And ERDA would have 
tha t kind of expertise.

Similarly, ERD A, in doing its own work, must be mindful of the 
FE A short-term activities , because those in many ways provide some 
of the init ial th rus t toward longer range answers. We now feel that for 
a short-term objective we must move to  a g reater use of our coal re
sources ; a t the same time ERDA  must give equal att ention to the  tech
nology necessary to use those coal resources with minimum adverse 
effects on the environment.

So I  think in summary I would say that  while both o f these orga ni
zations independently repo rt to the President, and will take thei r di
rection and guidance from the President, they must nevertheless work 
laterally quite closely together because of the very nature of thei r func
tions and the need for each to support the efforts and activities of the  
other.
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TW O-YE AR  TE NU RE  OF FE A

Mr. H orton. You have asked in this legislation  that the FE A exist 
for only 2 years. Why is that  ?

Mr. Ash. It  is our belief at this  time tha t the emergency we have, 
and part icularly the dimension that  today characterizes that emer
gency, is one tha t hopefully  will be reduced over time, and particularly Ktha t the DEN R organiza tion will come into being between now and 
then. With those two factors  going on simultaneously, we should de
velop a grea ter ability to deal with  our  problems as we move into f u
ture  years and into  the succeeding DENR organizat ion. Therefore, we *
believe tha t FE A should be given a limited and finite life.

This is an emergency. We should react to  it  as an emergency and at 
the same time look to the day when we have successfully met tha t 
emergency and then can deal with the remaining issues and problems 
in the more comprehensive organization  of DEN R—or an agency 
tha t we hope then would exist.

Mr. H orton. I am interested in gett ing your view as to the order 
of priorities  among FEA , ER DA, and also the Department of  Energy 
and Natural  Resources.

Which has the highest priorit y ?
Mr. Ash. I think  in terms of prior ities we would consider FE A 

and ERDA  about running neck and neck in terms of relative im
portance. While it is true that  FE A will deal with issues of this 
month and next month and next year,  and therefore must have a high 
prior ity, ERD A also has a high  priori ty.

The results of research and development may not be available to 
us so soon, but we must sta rt soon so tha t it can pick up the role of 
solving our energy problems through technology.

We consider those two runn ing pretty much neck and neck in terms 
of immediate priority .

Mr. Horton. Well, to  be very succinct, what the admin istrat ion is 
asking for is the enactment of the ER DA bill and the  FEA  bill before 
this session of Congress concludes.

Mr. Ash. We do, Mr. Horton. We believe it is impor tant, very 
important,  tha t tha t be the case. We have a major challenge. We are 
convinced that together we can all respond to it, and those two bills 
will take us a long way. In addition, of  course, the Emergency Energy *
Act, which is even now being considered, will round those out so t hat  
all together we can get on top of this problem, even during this 
month of December.

DE NR  STILL FAVORED

Mr. H orton. There have been some questions asked of me and 
others about the administ ration’s support of the DEN R bill. Do you 
still place a high prio rity on DENR ?

Mr. Ash. We do. We would find quite acceptable, though, con
sideration of tha t proposal next month rath er than  this month. But 
we believe DENR is such a fundamental requirement for the s tructure  
of the Government for  the longer  run,  that it also has a high prior ity, 
but we realize tha t there are limitations to what each of us can do 
today and tomorrow and this  week. And we would certain ly recom
mend th at that  be given very important attent ion when the Congress 
reconvenes early next year; but we would understand tha t with so 
much to do, the other two would precede it  in attention.
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Mr. H orton. But your desire t ha t DEN R be enacted has not been 
dissipated  in any way ?

Mr. Ash. Not only not diminished, but I think we are beginning 
to see the even greate r need to have a DEN R for the long run, and 
would hope tha t in the considerations tha t will be given to tha t, the 
actions we are tak ing  even now fur ther point out the need for a 

M DENR .
We do have a long-term need in this  country to give im portant at 

tention to, not only energy resources, but a ll o f our natur al resources. 
When we look at  th e energy shortage a t this time, I think we should 

* all keep in mind th at  if we do not give similar attent ion to other
resources, we may find tha t 2 or 3 or 5 years from now, some other 
resource may be a simila rly limit ing factor on our society and our 
economic growth.

So I  th ink we have here the best example of the need to get on with 
DENR as well.

Mr. Horton. To express it in another way, we have had before us 
the DENR proposals tha t the administra tion submitted. The cha ir
man and I introduced the bill. We have had witnesses test ify on the 
proposed DENR. Bu t then with the advent of the energy crisis, the 
President  asked tha t we move forward with ERD A. We ha d the nu
cleus of tha t in earl ier legislation, and much work had been done to  
set up th at organization.

So, while we have moved very quickly, I thin k we have been very 
deliberative in our method of ha ndling i t as fa r as our committee has 
been concerned. As you know, the ERDA bill has been reported out 
unanimously from this  committee, and the chairman and I go before 
the Rules Committee tomorrow’ to ask for a rule so that wre can take 
it up on the floor this week.

On the FE A,  w’e have not had as much time to do the exploration 
tha t is necessary. Bu t I think that what you are saying is tha t we 
need this policy and opera ting FE A organization  on an emergency 
basis. You are asking only for a 2-year life for this  agency, and 

A, ultimately you hope it  would fold into the Departm ent of  Energy  and
Natu ral Resources. So w hat you a re asking for now’ is an emergency 
step tha t is importa nt in order  to  resolve the immediate problems in 
this  energy field.

Mr. Ash. That is exactly righ t, Mr. Horton. And we certainly do 
appreciate, and we all are benefited by the work tha t this  committee 
has now’ done, sta rting  with its DENR work, because it  has provided  
impetus and guidance to all of us that we now’ are able to benefit 
from.

And tha t goes back some time, since this committee itself has been 
working very assiduously on making sure tha t we delibera tely thin k 
through everything involved in DENR.

COM MERCE CO MM ITT EE  PRO VISION

Mr. H orton. The Intersta te and Foreign  Commerce Committee has 
reported out a bill with  which I am sure you are  fa milia r, the energy 
emergency bill, and they have put into tha t b ill an amendment which 
would create something that they call a Federal Energy Administra 
tion.
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Now, th at could be contradictory to what we are doing here. That  
bill is going  up before the Rules Committee tomorrow for a ru le; and 
I thin k i t is important to have before us and before the Congress your 
view with regard  to  what that  b ill purp orts  to do, and what this bill 
before us purp orts  to do.

Mr. Ash. First, I would like to observe tha t it is our thought t hat  
the kind  of deliberation and consideration tha t this committee is giving *
is necessary for an organizational change so important as t his;  and 
tha t par ticu lar amendment on the Emergency Energy Act, as indi
cated by the processes of p utt ing  it on, does not have the benefit of the 
kind of hearings the committee here is conducting. *

We certain ly believe that this  is an important process and tha t it 
also helps to make sure that  th e bill does ge t fully considered by the 
full committee.

Secondly, tha t amendment itsel f provides a very skeletal basis for 
an FEA-type  organization; and furthermore , has some deficiencies 
of its own that we thin k should be given greate r attention by the kind 
of proceedings such as the hear ings  you are having here.

Let me ask Mr. Bingman who may wish to add to that .
Mr. B ingman. We have not had  an opportunity , Mr. Horton , to see 

the provisions which may have come out the last few days on the bill 
tha t is now in the In ters tate  and Foreign Commerce Committee. Ea r
lier examination of it indicated that  it was a very skeletal proposal, 
and it did not in fact furn ish an adequate basis fo r th e creation of a 
fully functioning organiza tion. I t did not treat the question of what 
constituent activities would have to be brough t into a Fed eral Energy 
Administration.

I thin k the bill which your committee is considering is already a 
superio r basis and does expla in how the proper elements of the Fed
eral Government now engaged in energy activities would be brought 
together; the kind of management that would be prov ided; the key 
leadership tha t would be provided.

In  my judgment,  if only that  provision of the Energy Act were to 
be passed, it  would not be an adequate basis for the formulation of A
an agency, and I  believe this committee would still  have to act to pro
vide that organization.

Mr. H orton. Well, Mr. Ash, w hat you were saying is tha t you sup- tport the provisions of the bill tha t the chairman and I introduced, 
which is H.R. 11793.

What you are saying is t ha t this  proposal we have before us here 
would provide  a complete organizat ional statute for this  Federa l En 
ergy A dminis trat ion; and tha t the bill reported out by the Interstate 
and Foreign Commerce Committee is an inadequate attempt  to create 
an FEA. You do not, as I  understand it. support the organizational 
provisions in that  Interstat e and F oreign Commerce bill.

Mr. Asii . Tha t is correct. Mr. Bingman has looked at both of 
them, one alongside the othe r; and as he indicated, the one tha t we 
are here test ifying on is a complete, ful ly developed view of what we 
believe the FE A structure should be, and one th at I am sure allows 
this committee to work with in a more substantive  way than the  highly 
embryonic one that  we see in the other bill.

Mr. Horton. Mr. Chairman, I  have other questions.
Chairman H olifield. Would you yield ?
Mr. Horton. Yes.
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T IM IN G  OF  B IL LS

Chairman Holifield. Mr. Ash, we have before us the amendment  
tha t was offered, I  understand by Mr. Moss, in the Staggers’ commit
tee, and the indicat ion is tha t it was hurr iedly drawn. We under
stand  tha t there was very little discussion of this in the Inters tate  
and Foreign Commerce Committee.

It  is a very simple amendment. It  really  does not go into the o rgani
zational structure, or any of the activities, or the group ing of re
lated activities necessary for a functioning organization.

Nevertheless, there is a possibility tha t this  will come to the floor 
before we could possibly get our bill to the floor. In tha t case we are 
going to be faced with a fai t accompli as far  as the establishment  
of a Federal Energy Administration  is concerned.

Now, if tha t bill is passed—and I know that  you want the emergency 
bill passed—by the Inters tate  and Foreign Commerce Committee, we 
will be faced with the fa it accompli of the amendment which has been 
offered, i f included in the bill when i t is passed.

Now, what posi tion does th at put  us in to go before the Rules Com
mittee and ask for a rule on establishing an administration that is 
already established?

Mr. Ash. Mr. Chairman, in picking  up from Mr. Horton’s earlie r 
remarks about the necessity of proceeding with due deliberation, I 
think  it might be very useful for this committee to understand the 
amount of delibera tion and work that has gone into preparat ion of 
the proposal before you now, part icularly  including the work with 
your staff. Tha t should help point out th at in back of the bill tha t you 
are now considering is a lot more deliberation, and we think a lot 
more useful deliberation, than lies behind tha t amendment.

Mr. Zarb may want to elaborate on that .
Chairman Holifield. Well, I will agree with tha t, because w’e 

received the dra ft of this  legislation on December 4, and the bill was 
introduced the same day  and came out on the morning  of December 5.

Now, our staff has been working full time, including Saturday 
and Sunday, on th is ; and Mr. Horton and I have been working with 
them. And we have made some changes in H.R. 11793 which wTe 
believe are improvements. They are a long the lines of making it  a more 
effective and a more stable organization and not basically cont ra
dictory to  the purpose of H.R. 11793. But we are faced with inadequate 
time to real ly have the  hearings that we would like to have on th is bill. 
And yet, we are faced with the announcement of the leadership that  
they are going to  close next Saturday, a week from now ; I  fr ank ly do 
not like to legislate this  way, and only a great emergency would 
cause me to do this.

I have never done this  in the many years that I have been here. 
I take pride in the work of this committee and in the prepara tory  
work on the bills that are reported out.

Is there any reason why this bill could not wait until  a fter the first 
of the year to be put out, which would give us more time to deliberate 
on it and maybe do a better job even than  we are doing ?
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NEED FOR IM MED IATE  ACTION

Mr. Zarb. Mr. Chairman, I think it, first, important to note tha t 
the organization proposed in H.R. 11793 was conceived and developed 
prim arily  by the Administrator -designate, Mr. Simon, who will be 
with you later th is a fternoon  with his top team. H aving  looked at  the 
mission tha t they need to accomplish on an almost-emergency basis 
over the coming weeks, and having developed the organization neces
sary to achieve the mission, it seems to me very important tha t we 
move on it, and move quickly.

We have several appropriation s questions now before the Congress 
related  to this activity. We need to get this organization in place 
and insure  tha t the ap prop riate  people are recruited, the best qualified, 
with some degree of substance and continuity. And, therefore, I  th ink 
it is absolutely cri tical that we have considerat ion durin g this session.

Mr. Horton. Mr. Zarb, would there be some possible legal question 
with regard to the authority  of the agency if it was only set up by 
Executive order, rather than by statute, which is what we are dealing 
with here ?

Mr. Zarb. Well, Mr. Horton, in addition to those considera tions is 
the most meaningful consideration of put ting  together a team of 
people who are the best qualified, who realize t ha t they  have a mission 
tha t needs to be completed, and that there is some permanence to the 
activities in which they are engaged. Good p lanning and the actual 
staffing of th is organization requires a legislat ive base early.

I  am sure there  are some legal implications, but I will not comment 
on those at this time.

ORGANIZ ATION AL BASE

Mr. Ash. May I add one fur the r thing ?
The Emergency Energy Act itself  calls upon the administration to 

carry  out many operational programs  to solve the crisis of the moment. 
If  the admin istrat ion is to ca rry out those requirements imposed upon 
it, and do so effectively, it  needs a structure fitted to that  need.

The F EA  is to be that s truc ture , to carry out many of  the functions 
tha t are right now being included in the Emergency Energy Act. So, 
in tha t sense, to have the whole program work requires not only the 
legislation tha t specifies what the adminis tration should  be doing, but  
similarly , the legislation tha t provides the basis for doing i t effectively. 
And that is why we believe it is essential to proceed with the FEA.

And while I agree with you, Mr. Chairman, that this  is a very 
unusual pace in which to proceed, given the enormity of the organi
zational problem, we also have the enormity of an energy problem 
tha t does require it, in our estimation.

Chairm an Holifield. Well, now, as I  unders tand it, the emergency 
bill, which is before Mr. Stagg ers’ committee, is a very broad bill, and 
it gives a great  deal of power to the President to take the emergency 
actions necessary to move a long and do the best he can in this energy 
crisis, in allocating petroleum products, in ration ing, if it  becomes 
necessary, and in dealing with all of the other  problems.

And yet, unless he has an operational organizat ion, what position 
is he in, with this Emergency Act which is coming out of the Int er
state and  Foreign Commerce Committee ?
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Mr.  A sh . I t  would  be very difficult fo r the ad min ist ra tio n to effec
tiv ely  ca rry  ou t all  of  t he  roles th at  i t would  be req uir ed  to  c ar ry  ou t 
un de r th at Em erg ency  En ergy  Act  with ou t a good, st ro ng  or ga niza 
tion. An d when we see th at  pa rt ic ul ar  am endm ent in th at bil l, ou r 
wo rry  is th at  i t does no t pro vid e an  o rgan izat ion adequate to  t he  task. 
I t is an embryonic an d only ske leta l fo rm  of  organiza tio n,  no t fitt ed 
to  the quite  su bs tant ia l bu rdens th a t wil l be placed  on the Pr es id en t 
in  ca rrying  ou t the pro vis ion s an d res ponsibi lit ies  o f the  Em erg ency  
En ergy  Act . T hat  is no t an  organiza tio na l fra me wo rk,  we belie ve, 
sufficient to  the ta sk, in  co nt rast to H .R . 11793, wh ich  we believe will be.

Ch air man  H olifield. Mr. Rosen tha l.

MORE HEARINGS FAVORED

Mr.  R osenthal. Th an k you, M r. C ha irm an .
My view, Mr.  Ash, is pe rhap s som ewhat  str on ge r th an  the ch ai r

m an ’s. T he  C ongress  w ill be here  lo ng  a ft er  the energ y cri sis  is  solved, 
I  hope, and I ce rta in ly  cannot su pp or t th is  leg isl ati on , based on one 
da y’s hearings. I  un de rs tand  an d sym pa thi ze  with  the  need  fo r it ; 
I  am  no t ove rly impre sse d by yo ur  presen tat ion , because most of  us 
ar ou nd  here have  kno wn  there wa s an  ene rgy  cri sis  for  some ye ars  now. 
I  am thorou gh ly  aw are  of  cu rre nt  events  no t only here at  home bu t 
abroa d.

Bu t I  am equ ally imp ressed  by t he  th ir d  p ar ag ra ph  of the ad di tio na l 
views of Hon. J im  W right,  which is a ppended to  th e com mit tee repo rt  
(p.  63) on the ER D A  bil l. W righ t says the fo llo wi ng :

The public will not  be well served if  the  prima ry congressional ini tia tive 
consists merely  of tur nin g over yet ano the r wide range of disc retionary policy
making powers to the  executive  branch of government. Not only is  such a posture 
ludic rously a t odds with  our protest atio ns again st Pre sident ial  usu rpa tion  of 
legis lative prero gatives; it  would also rep resent  a copout by the  people’s elected 
representativ es on the ha rd  decisions th at  shaped the  fu tu re  in the  single most 
signi fican t domestic  problem of  our time.

My view is th at , bas ed on one da y’s heari ngs, we cou ld no t fu lly  
un de rst an d the im pa ct  of  th e organiza tio na l st ru ct ur e;  we could no t 
un de rs tand  the  de leg ati on  of  au th ori ty ; we could  n ot  un de rst an d the  
vario us  t ra ns fe rs  t ha t ar e inhe rent  and necessa ry fo r the Pr es iden t to 
ac t responsibly  a nd  wise ly. An d I  do no t th in k we should  be panic ked 
or  rus hed or  hy ste ric al ly  dr iven  in to passing  a piece  of  leg islation  
which  we will al l r eg re t 6 mo nth s from  toda y.

I  un de rst an d the quest ion  of  ad jou rnment. I  un de rst an d all  of  th e 
pro blems  vis-a-vi s th e Com merce Com mit tee . I  th in k you sho uld  re 
fr ai n f rom bec oming inv olv ed in  an y ju ris dict iona l difficulties between 
the resp ect ive  commit tees . I  th in k if  th is  com mit tee  ac ts in an ad ul t, 
responsible  fashio n, we can  tak e th is  i ssue  to  t he  floor  a nd , hopeful ly,  
str ik e o ut  the  Moss  pro vis ion , and  urge th e C ong res s to ac t respo nsibly .

Now, the Pr es iden t has, in  fac t, est ablished by Executi ve  o rd er  th e 
in fras truc tu re  th at  Mr.  Si mo n w ill head . I s t hat no t co rrect?

Mr . A sh . Yes, as an inter im  organiza tio n,  he has.

EXTENT OF EXECUTIVE AUTHORITY

Mr. Rosenthal. R ight . Mr . Hor ton ask ed you  the  que stion to w hich 
th er e was  no precise  response. W ha t, if  any, are the legal difficulties 
inhe rent  in the  inte rim  Ex ecuti ve  o rder  o rgan izat ion,  v is-a -vis a leg is
la tiv ely manda ted  o rgan izat ion?
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Mr. A sh. I will let Mr. Bingman address the legal difficulties, but 
before do ing so, let me address the equally impor tant operating  diffi
culties.

We do have an emergency tha t we believe we must respond to in 
the most effective possible way. Under tha t Executive order, while it 
is possible to get going, nevertheless, it is only by allowing the head 
of the Federal Energy  Office, created by Executive order, to work with 
the departments and agencies separa tely, tha t we get everyone started  *
in carrying  out his own part of this  tota l energy problem-solving 
effort.

The statutory base is to put  those activities directly  unde r his wleadership, so tn at instead of having many channels of coordination, 
he has channels of direction and can get the job done by direction.

Now we will go to the legal-----
Mr. R osenthal. The legal—I unde rstand the problem of coordina

tion and direction. In  the meantime, he is acting  under  the express 
mandate of the President and has all of the authority  and support 
tha t tha t office brings  to this temporary structure .

Mr. A sh. Let Mr. Bingman, then, answer the legal pa rt of it.
Mr. Bingman. I think the p rinc ipal  concern, Mr. Rosenthal, is tha t 

we are now in a position of asking organizations staffed with  employ
ees in other  departments and agencies, princ ipally  the In ter ior  Depart
ment and the Cost of Living Council, to respond to the direction of 
Mr. Simon in this  interim mode, and yet they are doing so under 
statutes which are directed at the Secretary of the Inter ior with moneys 
tha t have been appropria ted by the Congress to the Inte rior Depart
ment for purposes defined in the hearings for which the  moneys w’ere 
appropriated. We are concerned-----

Mr. Rosenthal. Let’s assume we cannot get this thing finished by 
adjournment, whether it is th is Saturday or next Wednesday, when
ever it is.

Can you operate between now and Jan uar y 21 in an efficacious 
fashion ?

Mr. A sh. We will do the best we can, but it will be less effective.
Mr. R osenthal. I unders tand it will be less effective, but I also un- A

derstand t ha t this thing has been bubbling  for 2l/2 o r  3 or 4 years now, 
and all o f a sudden Congress cannot  just dissipate its responsibilities 
to report out thoughtful  legislation. You do no t want to destroy the „
legislative process as part of this  emergency.

Mr. Ash. Clearly not. But I think something tha t we all have to 
keep in mind is tha t we are now beginning  the winter  season. Hie  
winter season, particularly in the northeast area, is going to be a  bad 
one, as far  as energy is concerned.

Mr. Rosenthal. You mean there is a shortage of  oil, there is a short
age of fuel oil, and there is a shortage  of gasoline. We know that.

Mr. Ash. And we need, therefore, the organization here being estab
lished to make sure tha t we do the best job possible to get fuel and 
other resources in to tha t area at this  time. If  we wait too long, the 
problem will have grown on us to the  point th at it cannot be solved to 
the degree that it  must be for the months immediately ahead.

Mr. Rosenthal. In other words, if  we do not report out this legisla
tion under your direction, the monkey will be on our back for  these 
people whose homes are cold. Is that  what you are  te lling me?
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Mr. A sh. We are going to do the best we can, in  any event. Bu t I 
think that we can do much better, and I thin k we should. I would 
hope that we would have the  benefit of the legislative base to do so. We 
will do the best we can, but it could not possibly be as good without the 
legislative base fo r FEA.

Mr. R osenthal. Where have you been the last  few years? I mean, 
we all knew thi s s ituation was critical.

Mr. Ash. We star ted out in March 1971 proposing a Department 
of Energy and Natural  Resources, then called the Departm ent of Na t
ural  Resources, but  in substance it also inc luded the energy element 
which covered about the same ground  tha t we are now ta lkin g about. 
So in terms of-----

Mr. Rosenthal. That is not so. It  would not have been about the 
same. It  had no provision for energy administ ration; it had a much 
larger,  broad jurisdic tional  base.

Mr. Asii . But it certainly  was the base from which to take other, 
ancilla ry actions related  to it, had we had a DENR. But we do not 
have one.

And the President, you may remember, made a statement in 1971, 
the first President ial statement  on energy, and then, in turn , made 
another one in Ap ril of this year. We have made a number of sta te
ments with  the  objective of raising the level of attention to the  energy 
issues.

Mr. Rosenthal. Will Mr. Simon have to be confirmed by the 
Senate ?

Mr. Ash. He will, yes, sir.
Mr. Rosenthal. It  does not say tha t in the bill.
Mr. Horton. Yes; it does.
Mr. Asii. Well, it certainly  is our intention tha t he be so confirmed.
Mr. H orton. If  the gentleman will y ield; the b ill does require con

firmation of the Administ rator, the Deputy Administ rator , and the 
six assistants.

Mr. Rosenthal. OK. I am glad. If  it does do tha t, I  am very pleased.
Do you thin k that  process can be completed before the Senate ad 

journs for the recess or whatever it  is?
Mr. Asii . That process may not be completed, but tha t does not 

mean th at we cannot move on the rest of the process.
Mr. R osenthal. Well, I have a whole host of substantive questions 

which I  will defer unti l la ter th is morning. B ut I  want to te ll you th at  
I for one cannot support this bill, notwithstanding everything you 
say, based on 1 day o f hearings, and I thin k i t is in questionable taste  
for you to come up  here and ask us to do this.

Chairman Holifield. Well, I migh t say tha t the Chair has invited 
the gentleman to appear before the committee. The gentleman from 
New York may be against the bill, and he may be against any action 
on the bill, but certain ly, it does not mean tha t the  witnesses that  have 
been invited are not entitled  to courtesy and attention. They do not 
come up here voluntarily , they come at the invitation  of the Chair.

Mr. H orton. Mr. Chairman, I would like to make a statement , espe
cially in view of what Mr. Rosenthal has said.

I, frankly, feel t ha t we can still be deliberative and yet move expedi
tiously on th is legisla tion. One of the criticisms  tha t we have had in the 
country today is tha t the Congress cannot move.

26 -7 2 5  0  - 74  - 3
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Now, we have an energy crisis, and reorganization proposals for the 
energy programs have been before  this committee for  a t least the last 
3 years. The gentleman from New York indicated tha t the e arlier pro
posal for  a Departmen t of Na tura l Resources did not deal with energy, 
and I say to  the gentleman t ha t it did. One of the administrations in 
there was an Energy and Mineral Resources Admin istration. The 
DEN R proposal formed the basis, as Mr. Ash said here earlier,  for 
the Departmen t of Energy and Natu ral Resources proposal which 
the chairm an and I have worked on. We have had hearings on the 
DEN R proposal before th is very  committee, talking  about ER DA and 
the Depa rtment of Energy and N atural Resources.

Now we are faced with an emergency situation which requires legis
lation, and I thin k i t behooves us to work and to do whatever is neces
sary to try  to get this bill out.

Now, it  is a temporary bill-----
Mr. R osenthal. Would the gentleman yield for one question?
Mr. H orton. No, I  do not want to  yield at  this point. I  would like to 

finish my statement.
The statement I want to make is t ha t if we have to move expedi

tiously, I see no reason why we cannot. The chairman and  I  have been 
meeting, as the chairman indica ted earlier, with the staff. We have 
been going over this bill. My own personal staff, the s taff of the com
mittee, and the chairman and I have met long hours. We worked on 
Saturday;  and the staff, as the chairman indicated, worked Sunday 
to go over the preliminary work. So we are not talk ing about just 
1 day of hearings. We are talk ing  about a considerable amount of 
extra  time that has been spent  by members of this subcommittee and 
the staff.

Now, I  would urge  the  cooperation of the  members of th is subcom
mittee to t ry  to  move expeditiously, because we do have an emergency 
situation, and it  has to be met. I do not  see any reason why the Congress 
cannot respond in the time involved.

Mr. Rosenthal. Would the gentleman yield ?
Mr. Horton. I would be glad to yield. ±
Mr. Rosenthal. Well, I have dozens and dozens of questions for Dr.

Dunlop about the Cost of Living Council apparatus that  is going to be 
included in this  bill. The public is deeply interested in the pricing 
situation, the ir method of operation, their ability to have subpenas, «
their  ability to have information from the 20 oil companies that control 
95 percent of the natu ral resources in this country. I want to know 
how that is all going to work.

Mr. Horton. May I say to the gentleman-----
Mr. Rosenthal. I do not think we can accomplish tha t in 1 day’s 

hearings.
Mr. H orton. I would say to the gentleman that, as fa r as I  am con

cerned, we are meeting this morning, this afternoon at 2 o’clock, 
tonight at  7 o’clock, and if the gent leman will cooperate, I am perfectly  
willing—and I am sure the other  members of the subcommittee would 
be wil ling—to meet tomorrow, the next day, and the next day, what
ever is necessary so tha t the gentleman from NewT York and the other 
gentlemen on this subcommittee have an equal opportunity  to ask 
whatever questions they want.

I do not  want to cut off testimony. I see no reason why we cannot 
move and move expeditiously so th at  we can repo rt this bill out.
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TRANSFE R FRO M CLC

Chairman Holifield. The Chair would like to ask one question at 
this moment. You say the new agency is proposed to be b uilt around 
a nucleus of several programs now located in the Departmen t of In 
terior and the Cost of Living Council, and  you go on to describe what 
would come from Inter ior. And similarly, the FE A also would receive 
the functions now performed by th e energy divis ion of the CLC. J us t 
exactly what functions of the Cost of L iving Council are be ing tra ns 
ferred over?

v  I wonder if  you or Mr. Bingman could tell us that.
Mr. Ash. I n th e Cost of Living Council, the ir structure is organized 

by major segments of industry , and there  are approximately 55 people 
in the Cost of Living Council tha t deal specifically with price matters 
having  to do with the energy areas of indus try. It  would be that  
group of people that  would be brought into the Federal Energy 
Admin istration.

Chairm an Holifield. All right.
Now, how many people in the Cost of Living Council do you now 

have ?
Mr. A sh. A ltoge ther there are over 1,000, and I will get th at  num

ber. But I  think it is somewhat over-----
Chairman H olifield. Let us find tha t out for  the record. My memory 

is th at it is  over 1,000 also, and we will put  the correct  number in.
Mr. Ash. All right .
[The info rmat ion re ferred to follows:]

Total employment of the  Cost of Living Council in fiscal year 1974 is  1,075 o f 
which 900 are  full -time pe rmane nt positions.

Chairman Hoiafield. Now, as I understand it, the only people 
coming over from the Cost of Living Council with the unit  that  is 
being transfer red unde r this plan, are those people tha t have to do 
with the energy function , and not all of the rest of the functions  of 
the Cost of Living Council. Is tha t true  ?

.A, Mr. A sh. That is correct,  and I am sure that  Dr . Dunlop can elab
orate at any length on tha t if  you or Mr. Rosenthal wish.

Chairman Holifield. Well, Mr. Dunlop, who wil l be before us to
day, is from the Cost of Living Council, and I thin k he should be

* prepared—the w’ord should be gotten to him, if he is not here. Is he
in the room now ?

Mr. Ash. Not yet.
Chairman Holifield. Then I would ask t ha t he and his deputy be 

prepared to give us a complete story on the functions tha t will be 
transferred, because I would not want the record to show tha t the 
Cost of Living Council is being transfer red  over here. The transf er 
is limited to those areas which have to do with evaluating the  energy 
portion  of our cost of living. •

Mr. Ash. He is prepared for that, Mr. Chairman, and he will be 
before you, I understand, this  morning.

Chairman Holifield. I will say to the gentleman from New York 
tha t I will yield him all the time tha t he wants to ask the questions, 
and I  think  they are important.

Mr. R osenthal. I appreciate th at, Mr. Chairman. The point is they 
are going to have 55 people and make all the decisions as to  pricing,
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tha t is what  the public pays for. Those 55 have enormous authority 
and power.

Chairman Holifield. They have th at power now, I migh t add, and 
they are going to function, whether they are in this organization or 
not, under the statutes  which have established them and established 
the ir function. This is a ma tter of coordinating thei r work with other 
related work in the  energy program, as I understand it. \

But  we will go into tha t in some detail  when Mr. Dunlop and his 
staff come before us. I yield to Mr. Brown.

COMMERCE CO MM ITT EE AC TION  *

Mr. B rown. Well, Mr. Chairm an, first let me make an  observation, 
and tha t is tha t I spent all last week on the Inte rsta te and Foreign 
Commerce Committee along with another couple of gentlemen from 
this committee, working on the Ene rgy Emergency Act legislation.

And we star ted out with something like 108 amendments to tha t 
piece of legislation. But the committee succeeded in its task, at least 
to the  extent tha t it got a bill out. It  had some amendments I did not 
like, and I am sure I got some amendments into the bill that others 
on the committee did not like. But we do have legislation in a very 
complex area as a result.

And I would say to the gentleman from New York, that if we could 
get the same kind of cooperation on this committee th at apparently  
we had on the Interstate Committee, I am sure that we could get the 
job done of establishing the Federa l Energy Administration and doing 
it in a sound w’ay.

One of the members of tha t committee from the same side of the 
aisle as the gentleman from New York, in fact, put an amendment into 
tha t legislation to establish the Fede ral Energy Admin istration, but 
there is no meat on the bones of th at amendment. I  would respectfully 
suggest to him, and to the rest of the committee, tha t i f we are going 
to have an effective organization we must put the meat on the  bones 
in th is committee. <

Chairman Holifield. Would the gentleman yield on tha t?
Mr. Brown. Yes, sir.
Chairman H olifield. I was told tha t there  was very little  discussion 

on this part icu lar  amendment, which I believe was offered by Mr. Moss, *
and I am not saying this  in a deroga tory sense at all, because a request 
for this was not made by the administration  to the Inte rsta te and 
Foreign Commerce Committee, as I  understand it , but the request was 
made to this  committee to do the job on organization, which we are 
well suited to do.

And while we might not be giving as many days of time, I might 
point out tha t three sessions are equivalent to 3 days of hearings, be
cause we very seldom have over onv session a day, and we are going to 
have three today. If  it is necessary to carry  over, we can have some 
tomorrow’. We have been w orking to try  to put meat on the  bones of 
this very sparsely expressed amendment, which has passed, as I under
stand.

If  the gentleman was there, would he verify  my unders tanding that 
there was a limited amount of discussion of this par ticu lar amend
ment ?



Mr. Brown. The chairman is correct ; there  was an unfo rtunately 
limited amount. I raised the question of whether  the Inte rsta te Com
mittee should refer the matter, and let it be handled  entirely by the 
Government Operat ions Committee, because the amendment, as it 
was presented, was a very limited amendment. And as I said, it es
tablishes only the Federal Energy Administ ration and its Administra 
tor ; but does not provide  the much more thorough admin istrat ive 
provisions and the subordinant positions which are included in this  
legislation.

So it was a precip itous action, but the action, nevertheless, has been 
taken by the other committee. As I say, I ra ised the question at the time 
as to whether it d id deserve some more consideration, pre ferably by the 
committee which deals with the organization of administrative agen
cies.

And I might say also to the gentleman from New York, that that  
committee where I have sat now for the last several years, has had 
before it a wide var iety of energy legislation presented by the adminis
trat ion to the Congress, including such th ings  as powerplant siting.

And we have not been always successful in gett ing the su ppor t th at  
is needed on the committee on both sides of the  aisle to get th at legis
lation through . So I  cannot feel th at the administration  has been un
aware of the  energy crisis over the past several years, though I think 
I might question to some extent the  speed with which some of the pro
posals have come up to  us over the  last 6 or 8 months, and  the method 
by which we have gotten those proposals.

But I am delighted to see you here this morning, Mr. Ash, and to 
know tha t we have now a plan for a centralized energy agency.

SU PPLY  AND PR IC E

May I  ask you with reference to t ha t agency, and part icula rly with 
reference to the Cost of  Living Council and the functions tha t it per 
forms in connection with energy costs, is it your feeling that they 
would be able to operate  as well separately now th at we have a real 
shortage of oil, in pa rticular ?

Or should the pric ing policies of our country be related to the need 
for energy from whatever source ?

Now, our first shortage of energy, as I understand it, was in natural 
gas. Some economists would argue, and I would concur with the ir 
argument, tha t one of the reasons for tha t shortage is the artificial  
price controls on natura l gas set in the interest o f protecting, supposed
ly, the consumer.

But the result has been that our first energy shortage appeared. The 
consumer has been so protected in terms o f the price th at he must pay, 
tha t we do not have enough natu ral gas available for distribution  in 
this  country. And the New England States, the par t of the country 
from which the gentleman from New York comes, felt tha t crunch 
apparently earl ier than some of the res t of us.

Can these two functions, prices and supply, be effectively separated?
Mr. Ash. Let me answer as best I can, Mr. Brown, that first, the 

Federal Power Commission has a role th at is more determining than 
even the Cost of Liv ing Council w ith regard to natu ral gas, and as you 
know, one of the pieces of proposed legislation allows the Federal
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Power Commission to deal with the very problem that  you have identi
fied.

Mr. Brown. To deregulate the cost of natural  gas ?
Mr. Ash. Y es, and tha t is a substantive matter before the Inte rior  

Committee, because we do believe tha t has been the very factor th at you 
have described i t to be. Over and above that,  however, there are  many 
other price considerations rela ting  to the energy area that have de- v

termined, and will continue to determine to a grea t extent, the supply- 
demand relationships there are in the marketplace, and our ability  to 
affect them.

While the proposed legislation would put  into the new Federal *
Energy Administra tion the responsibilities for dealing with energy 
price matters , nevertheless, they would not be tota lly separated from 
the Cost o f Living Council’s remaining activities. They still have to 
work together. But we believe in this  case th at such a big  par t of the  
answer to our present energy problem deals with all of the price con
trol mechanisms, and how they are operated, and whether prices go 
up or down, th at the Cost of Living  Council’s energy functions should 
be brought right into this  organization.

A very good example, just last week, of the  cooperative relationship 
between Mr. Simon, on the one hand,  and the Cost of Living Council 
on the other, was the ir work to induce the change of  refinery mix from 
gasoline outpu t to distillates. In  this  case, a price reduction was im
posed on gasoline, and a price increase permitted on distillates , in order 
to induce the  refineries to produce the produc t that best fits the  needs 
of the Nation a t this  time.

Mr. Brown. Simply by making it less profitable to produce gasoline 
for an extended period of time?

Mr. Ash. Exactly, and so th e price mechanism, the price control 
mechanism is an integral  p art  of dealing with the energy crisis at the 
moment, and th at is why we believe it  should be brough t in.

It  would be nice, also, to be able to deal with natu ral gas at  the well
head price through the same route, but that,  of course, goes to the Fed
eral Power Commission.

FEA  AN D CONGRESS

Mr. Brown. I n the legislation that  we reported out of the  In terstate 
and Foreign Commerce Committee, there was unfortunately an amend- 4

ment which provided tha t any of the energy conservation plans that
the President might  propose, or that the Administrator might pro
pose—many of the President ’s responsibilities were reposed in the 
Administ rator—that the energy conservation plans come back to the 
Congress for enactment. Not for approval or disapproval, but for 
enactment, which means th at we would have to sta rt all over again 
with a new legislative effort to approve the energy conservation and 
development plans.

Now, is tha t what you had in mind with reference to the Adminis 
tra tor  and Assistant  Adm inist rator for Energy Conservation? Were 
their  proposals to be only suggestions or were they to have immediate 
effect without congressional action ?

Mr. Ash. We believe, Mr. Brown, that it is essential, again given 
the nature of the crisis, that this  organization be able to effectively act 
as it perceives the need to act.
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Now, I want to make one sta tement  here, tha t I think  may be of 
interest  to Mr. Rosenthal , and to anybody who worries about the ad
minis tration of these programs. Mr. Simon, when he testifies tonight , 
I am sure, is prepa red to point out to you the  many ways that he in
tends to work very closely and continually with the Congress as he 
proceeds with the work tha t he will have to do as head of th at agency;

* so tha t he will first make sure t ha t he obtains the maximum amount 
of thinking  of the Congress long before he comes to any decisions.

But  we believe, given the way that this consultation  will be a close, 
mutual effort, it will be much more effective to be able to move ahead 

r  without coming to  the Congress on each specific conservation move
tha t we believe should be made. This is an emergency t ha t needs to 
be acted on as an emergency, and tha t degree of consultation would 
be a very difficult thing  to do effectively under the circumstances.

Mr. Brown. I presume then what  you are suggesting is tha t there 
would be consultation with the  Public  Works Committee, for instance, 
in setting  highway speed regulations, and there would be consulta
tion with the other appropr iate  committees as actions were taken in 
thei r areas of responsibility.

Mr. Ash. Absolutely.

IN TE R N A T IO N A L  EN ER GY AS PE CT S

Mr. Brown. Now, le t me ask you about the Assistant Adm inis tra
tor for Inte rnat iona l Policies and Programs. What would be the 
paramete rs of his function in terms of political or military foreign 
policy ? Or is i t your tho ught  th at he would be dealing only with such 
questions as the importation  of energy and its exporta tion ?

Mr- Asii. The Adm inist rator will contribute  his views, his rec
ommendations to the President and to those on the President's staff 
dealing with the area, to the Secretary of State and to the Secretary 
of Defense. He will no t assume from existing  responsible officers their  
roles in dealing with internationa l matters, but he will make con- 

A, tributions of recommendations for  policy to them.
Mr. Brown. So that  if he feels there should be some adjustment  

in our Middle Eas tern  policy because of the oil situation , he may make 
a recommendation. But it will be ultimately up to the Secretary of

* State and the Pres iden t as to whether such a recommendation will be 
implemented.

Mr. Ash. That is right , sir.
Mr. Brown. So there  is not really a likelihood that  the Federa l 

Administrator would change our Middle Eas tern  policy on his own 
hook. Tha t certainly would have to be presented to the President  for 
a broader  determination than just the impact of that policy on our 
energy needs.

Mr. Asii. Clearly so; and as I said, the President himself is very 
personally involved in these energy matters, and we all know how 
involved he is in internationa l matters, so we can be assured that  there 
will not be any action by the Federa l Energy Administ rator  th at will 
in any way run contrary  to, or have the effect of making independent 
policy in this field. B ut we certainly  do want his contribut ion to the 
formulation and carrying  out of international policy.
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Mr. B rown. As a matte r of fact, if we can arrange to import some 
liquid natu ral gas from Algeria, or, as has been suggested, from Rus
sia—although I understand that  tha t is some years down the road 
in a technical sense—do I understand  tha t this is the kind of rela
tionship  tha t would concern the  Administrator, and not anything 
tha t would be more substantive in foreign  policy ?

Mr. Ash. He would clearly make his thoughts  known to those that v
have the prim ary responsibility for relat ing this country to the other 
countries of the world, because basically his view is energy oriented.
Tha t is what we want it to be.

Whereas the responsibilities of others, part icularly  those of the *
President, are to consider the many, many ramifications that are im
plicit or explicit in virtually any decision or judgment they have to 
make.

Mr. Brown. Fine.
Thank  you, Mr. Chairman. I  think my time is up.
Chairm an H olifield. Thank you, Mr. Brown.
Mr. Fuqua.

state/ local relationships

Mr. Fuqua. Mr. Chairman, I was concerned in talk ing with the 
people in my State about the relationship th is is going to have to the 
local areas in the States.

Where do you have someone designated in the States to carry  this 
out, by statute , as is now apparen tly being done without author ity 
or perhaps with emergency authority ?

Mr. Ash. There are a number of ways in which the Federa l En
ergy Administration relates to States  and local governments: (1) In 
the consultation that precedes actions by the Federal Energy Admin
istrat ion ; ( 2) by  a set of regional activities in the 10 regions across the 
country tha t will be onsite and available to work with the States 
and cities on issues of t heir  own; and (3) being responsive in an op
erational manner and having a special place in the Federal Energy 
Administra tion where States, local governments, and any local official *
can call directly into the Federal Energy Administra tion in order to 
discuss matters that are pressing them at tha t time.

Mr. Zarb may want to add to this. He has been especially working 
on the relationship of the Fede ral Government's activi ties to S tate and 4

local governments’ activities in this  area  and may like to amplify the 
comments tha t I have just made.

Mr. Zarb. Well, the relationship is at two levels : One at the consulta
tive level and the other at the operational level. Mr. Simon has already 
had discussions with the Governors’ Conference Committee on En 
ergy and will be meeting with the chairman of tha t committee here in 
Washington this week.

He also plans to meet th is week with a b roader  base of Governors 
who plan to be in Washington to consult on the direction we are tak 
ing. On the operational plane, each State now has an energy office, 
and they are built into the mechanism, part icula rly with respect to 
fuel oil. There is a Federal  a llocation  officer in each Sta te, and at the 
10 Fede ral regional levels there is a field presence just  now gettin g un
derway. We are about 50-percent staffed in those locations, and hope 
by the end of this week, we will be 100-percent staffed.
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And they will have regional responsibilities  for  not only applicat ion 
of the regulations, but also liaison consultation, not only with Gov
ernors but with mayors and other elected officials.

Mr. Fuqua. So you think the language in the bill is adequate to 
make sure of this  liaison between the States  and the National office 
here?

Mr.Z arb. Yes, sir. We sure do.
Mr. F uqua. You mention regional offices. They are not mentioned 

in the bill, but are you planning the 10 regional offices that are 
presently exist ing or are commencing to operate ?

Mr. Zarb. Yes, sir. The Assistant Adm inis trato r for Operations 
and Compliance has within  tha t structu re, if you will note, not  only 
the field responsibilities for regional offices, but also State  and local 
relationships. And that  certain ly is provided for in the substance of 
what we have been proposing.

RE PO RT IN G PR OV IS IO N

Mr. F uqua. In the other par t of th e bill, where certain reports are 
required to be submitted in order  for the agency to function—I 
assume, business and consumer groups—are there any penalties for 
failure  to comply?

Mr. Ash. The reporting?  There is no specific change or any spe
cially requested legislation  here dealing with the subject. We believe 
tha t there is a fully adequate authority  to get all of the information 
and reports tha t we need. If  it  turns out tha t is not the case, we will 
clearly be back asking  for it, but we believe the existing authorities 
and sanctions th at go along with them are fully adequate to meet the 
needs of this entity.

ADD IT IO NA L TR AN SF ER S

Mr. Fuqua. Mr. Ash, if 6 months from now we decide, or maybe 
the President  decides, t ha t he needs some other functions transfer red 
into this agency to  more fully coordinate and make it operate more 

A effectively, could the President, under the reorganization authority,
then t rans fer the powers, subject to the approval of  the Congress?

Mr. Ash. There is in this proposed legislation a very specific and 
a narrow provision tha t would allow changes to be made, that  is 
moving new activities  into here, but in turn  require congressional 
concurrence. And we believe tha t will serve th e need at this stage just  
as this is being formed.

W e, as part  of the discussion here this morning, indicated that  we 
want to make sure that we give full deliberat ion to what is going  on, 
and feel that we do not want to act so precipitiouslv as to foreclose 
futu re changes th at we may need to make; yet, we do not need that 
flexibility for a very long period of time, just until we get this agency 
settled and going well. We would hope that tha t provision in the 
legislation would be found sati sfactory.

Mr. F uqua. Than k you, Mr. Chairman.
Chairman H olifield. Mr. Mallary.
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FE A AN D FE O

Mr. Mallary. Thank you, Mr. Chairman.
Mr. Ash, I gather tha t if this Administration were p rovided, you 

would want to disband the Federal E nergy  Office ?
Mr. Ash. Yes, sir. This will take care of it all. The Energy Policy 

Office has no statutory base at the moment.
Now, if it is just the Federa l Energy Administration tha t is 

created, we believe there is still the need for a small White  House 
coordinating activity  over and above the  operational  endeavors that  
are built wi thin this organization.

Mr. Bingman, do you wish to add anyth ing fur ther  to that?
Mr. Bin gman. I  know that there has been a good deal of uncerta inty 

and concern over the numbers of pieces of organizational apparatus  
tha t have been described here. We are proposing in the Federa l 
Energy Admin istration a 2-year organizat ion which has got to 
handle the operational aspects of our energy activities, and in tha t 
process also do the planning and the formulation of policies th at wre 
think will be necessary to get us out of the problem and make sure 
we do not get into this problem in the future.

I think  tha t still leaves a concern in the minds of many as to 
whether we do not need a regular, continuing, small policy group, 
largely in the  capacity of giv ing advice to the Presiden t, which looks 
beyond the immediate operationa l activities and can advise th e Pres i
dent on the longer term or enduring policies tha t the Presidency 
should follow.

Mr. Mallary. So it is then your intention  that there would be 
within the Executive Office of the President an ongoing energy 
advisory group of some sort?

Mr. Ash. We believe there should be, because the Federal Energy 
Administration should be perceived as a highly operationa l organiza
tion. It  is dealing with action in the field—getting tha t coal moving, 
and g etting tha t refinery changed over, and g etting tha t utili ty doing 
what it should be doing. In addition , though, to thi s highly  operational 
mode of activity, we believe there should be a continuation of a small 
policy advisory activity in the Executive Office tha t does make sure 
tha t policy advice across the  bread th of energy issues is brought to 
the President in the most objective and complete way.

Mr. Mallary. I thank you.
Ju st one more question, i f I may ; and tha t is, does the present Oil 

Policy Committee continue to  exist? And would tha t be changed in 
any way?

Mr. Ash. It continues to exist for the time being, but will fold 
later  on.

Mr. Mallary. It will fold in. There is no specific wording that  
indicates it would be merged. I gather  it is attached to Treasury at 
the present time.

Mr. Ash. It  would fold into the line structure, and then not exist 
as it heretofore  has existed, because it now has a place with many 
other related functions.

Mr. Mallary. So i t would be folded into the FEA ?
Mr. Ash. Yes, sir.



administrator’s dual role

Mr. Mallary. Its  present chairman, I believe, is Mr. Simon who 
is also Deputy Secretary of  the Treasury. It  is my unde rstanding  tha t 
he would, or it is proposed tha t he would, continue to keep th at re
sponsibility as well as being Adm inist rator of the FEA?

Mr. Asii. The Deputy Secretary of the Treasury ?
Mr. Mallary. Yes.
Mr. Asii. Tha t has been the  proposal. I know th at  the re are argu

ments tha t go both ways. The Senate, since i t would be called upon 
to confirm him, I am sure  would make that  final judgment .

We believe he should keep both of those jobs for one very im portant 
reason. This FE A is, f irst, an organization of limited dura tion ; but 
second, when you really look at the enforcement side of all of the 
activities it carries out, the  enforcement side is to a great extent car
ried out by the Inte rnal  Revenue Service, one of the key functions 
of the Treasury Department. And, as he would have both of these 
responsibilities simultaneously,  although spending almost full time 
on the FEA , he will still have the author ity over a very important  
pa rt of the whole activ ity tha t has to go on, including enforcement; 
and the Internal  Revenue Service has a big  part in that. As you know, 
they now work with the Cost of Living  Council and do provide the 
enforcement function for the Cost of Living Council. This would 
facil itate  the continuat ion of these roles.

So it is our recommendation tha t he hold them both , and I am sure 
tha t he h imself will test ify more completely on this a t the time of con
firmation, because both of these jobs would be confirmable jobs.

Mr. Mallary. Thank you.
Mr. Horton. Would the  gentleman yield at that po int ?
Mr. Mallary. If  I have time, I  will yield it.
Mr. H orton. Is it contemplated that if Mr. Simon for some reason 

leaves the admin istration, tha t the nex t Administra tor would serve in 
both capacities?

Mr. Asii. Not necessarily. It  depends on where we stand  at that 
time in terms of solving th e problem. I  am part icularly  ta lkin g about 
the immediate need to do everyth ing possible to muster all of the 
resources as effectively as we can; for instance, I would not suggest 
tha t the legislation fix the Deputy Secretary of Treasury as head of 
FEA. Quite the contrary, I would suggest, as I  believe the  legislation 
reads, tha t this officer hold this job, merely include the  proviso tha t 
if the  Senate saw fit, he could be confirmed in two jobs simultaneously. 
So that as any other person may hold that  job, it would be subject 
to the Senate view at the time as to whether they felt  it was proper 
for him to hold both of these jobs simultaneously.

Mr. Horton. Is there a precedent for this  type of procedure?
Mr. A sii. Yes. I  th ink a number of years  ago Sarg ent Shriver held 

both the Peace Corps and the OEO job simultaneously, there being 
good reason at that  time for him to do so.

Mr. Brown. Would the gentleman yield ?
Mr. Mallary. I yield.
Mr. B rown. I have one suggestion a nd one ra the r substantive ques

tion. F irs t, fo r cosmetic reasons it migh t be desirable to call the Energy 
Resource Development Assis tant Adm inist rator the  Assistant Ad-
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ministra tor for Energy Resource Development and Environmental 
Protection in view of the fact tha t that is pa rt of his responsibility  
apparent ly under the  plan that you have laid out.

Mr. Ash. I believe, Mr. Brown, on the other Assistant Administra
tor for Energy Conservation and Envi ronment there is very  special 
atten tion given, and a very special responsibility for environment, 
tha t was built into tha t. v

Mr. Brown. I beg your  pardon ? I read the text, and I see you are 
calling it Energy  Conservation and Development on that line. I ga ther 
that that  is-----

Mr. Asii. Tha t is an error. It  should not have been tha t. It  is En- r

ergy Conservation and Environment, and Energy Resource 
Development.

Mr. Brown. Good. Okay.
Mr. A sh. I do th ink it might be also useful a t t his time to observe 

tha t in the advisory groups that would be making recommendations 
directly to the Adm inist rator and Deputy Administrator, we p lan to 
get important environmental advice.

conflict-of-interest problem

Mr. Brown. I note th at the estimate of resources involved would be 
$39 million and 1,430 employees. I t seems to me tha t the development' 
of expertise in such technical areas as extrac tion and conversion of 
resources, the  opera ting of refineries, and so forth, would take  people 
of rather  specific backgrounds and skills.

Now, is there a problem in getting  qualified people from  the private  
sector of the economy? Is there a conflict of interest  problem?
And i f so, how do you intend to deal with th at  problem ?

Mr. Ash. Yes, sir. There is a poten tial problem. It  is one that 
Mr. Simon p articula rly would like to discuss when he testifies before 
this committee a littl e later. We believe the problem can be solved 
because, among o ther things, while we do need the expertise that you 
indicate, we do not believe that all of that  expertise should come from *,
the large oil companies. There is considerable expertise outside of 
that  group; and the people, when brou ght together with the ones 
tha t we might want to draw from large oil companies, wil l help to 
make sure that  we have a balance of input that does not  resu lt in any 
adverse consequence from a conflict of interest.

Now. Mr. Bingman may want to augment tha t by the work tha t 
he has been doing over the weekend. We realize the problem and feel 
a strong necessity to deal with it.

Mr. Bingman. I just wanted to add, Mr. Brown, tha t we are also 
at this time pursu ing a supplemental appropr iatio n which would 
allow us in fiscal year 1974 to bring the level of employment of FEA 
up to about 2,500 people. That would mean an additional $9.36 million 
in that supplemental.

And we are concerned that  we have the appropriate, well-defined 
organization. Knowing that  it is going to be a 2-year proposition, it 
is still the kind of challenge that  will att rac t people of very high 
caliber to work in this organization. And I think there is a concern 
tha t we will have to build up quite rapid ly, try ing  to get the best 
people, people who have some expertise in understanding not only
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A

the oil industry  but all of the other par ts of the indu strial sector 
and the national  economy.

Mr. Brown. Well, Secretary Morton made some interesting head
lines the other day when he said that in one of his regional offices 
he had to deal with a chicken farm er on oil policy questions.

Now, how do you tend to ge t around this question of the conflict of 
interest  provisions; or is t hat  Secretary Simon’s testimony?

Mr. Ash . Mr. Zarb has been working on that very poultry  inspector 
problem, because it was a real one at the tim e; and I  think i t has been 
blown up to characterize the whole thing . But it really was a problem, 
and Mr. Zarb has been working on that.

Mr. Zarb. Well, Mr. Brown, I just returned to the table, and the 
only words I heard  were the last few. So I will te ll you what I think 
the answer is, and if I am not  responsive, please let me know.

The init ial problem tha t we had in staffing the regional offices to 
create a Fed eral presence out in the regions  was tha t we were br inging 
in people from various agencies withou t a lot of quali ty contro l in 
terms of specific knowledge, background, and expertise.

We have under taken in the last week to correct tha t by working 
through the Federal family already out in the regions; and we are 
making really marked success in gett ing good people in Federal offices 
who know something about what this program is about or is going to 
be about. And we are staffing up very quickly now. I am not sure tha t 
answered the question that  you raised.

Mr. Brown. I  am still concerned about how you intend to get around, 
if it is necessary to get around, the conflict of interes t provisions of 
law.

Mr. Ash. L et me try,  and I certain ly realize it is a problem we are 
all struggling with; and the answer is not a clear one that solves 
itself.

Even though the Agency would be of limited duration, we are going 
to work very hard to hire into th at Agency full-time people that  have 
the expertise necessary to do the job. B ut because it  has limited  dura
tion, we might not be fully successful. Not everybody wants to take 
on a job of this  kind, only to know tha t it is coming to an end in a 
short time.

So we are going to make use of outside advisers. We would intend 
to put almost all of  them in staff or advisory functions rath er than  line 
functions. And second, we want to make sure tha t, collectively, those 
outside advisers br ing with them a mix of points of  views and outside 
affiliations so tha t we do not have just one group from one k ind of 
industry .

And what we will do—we are working closely with the Justi ce De
partm ent here to  do this—is to make sure that  every single person that  
comes aboard does come aboard in a fully  legal and a fully prop er 
manner. It  is a problem tha t has to be worked on, and these are the 
ways that  we are t rying to work on it. We cer tainly  feel th at we should 
not approach this  difficult job with only amateur’s. We need expertise, 
and now we have to make sure tha t expertise  is brought on board with
out a conflict of interest problem.

Chairman Holifield. The Chair is going to ask the gentleman to 
yield at this time. Time is runn ing out, and Mr. Moorhead has been
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wa iti ng  p at ient ly  all  mo rni ng  to ge t his time. And  we will  come back 
to th is  ques tion  if  you need to  later.

Mr . Moorhead.
Mr. Moorhead. Tha nk  you, M r. C ha irm an .
Mr.  Ash , if  Mr. Sim on c ont inues to  be Dep uty Se cretary of th e T re as 

ury,  I  pre sum e he  will s til l on ly receive one  sa lar y,  is tha t corre ct ?
Mr. A sh . T hat  is abs olu tely  cor rec t. *

PO SS IB LE  TR ANSF ER  OF COAL  F U N C T IO N

Mr. Moorhead. In  y ou r tes timony , you lis t func tio ns  t hat  w ould be *
tran sf er re d fro m the  De pa rtm en t of th e In te rior , an d my que stio n to 
you, sir , is why coal  is no t one of  them  ?

Mr.  A sh . The re  is a pos sib ilit y th at coal  prog rams should  be th ere ; 
an d th at  is one of  the  reasons t hat  we ha d hoped  t h a t we wou ld have 
some lim ite d au th or ity to th in k th ro ug h th a t type  of  pro blem more 
tho roug hly. Th e m at te r of coal, of  co urse , is centr al to ene rgy. On the  
othe r hand , th e pa rt ic ul ar  func tio ns  th a t are  now go ing  on in the  
In te rior  D ep ar tm en t m ay sti ll be tte r be  c on tin ued there because of  the  
re la tio nship  to o ther  ac tiv itie s—coal mine  safe ty  and  th at  so rt of th ing.

And  so, in  ou r own th in ki ng  we ha ve disc ussed t he  pr os and the  cons.
We hav e no t come dow n one way  or  th e othe r, seeing these pre ssu res  
fro m bo th sides.  The re  are  va lid  reason s to  ei ther  leave or move th at  
func tio n;  we wou ld like  the op po rtun ity fo r some fu rther  th inking .
An d, i f we do believe  th at  wo uld be d esi rab le, the pro vis ion  in th is pr o
posed leg isl ati on  is s im ila r to the  reor ga niza tio n pl an  approach , bu t a 
lit tle  more lim ited in wh at we can  do ; fo r ins tance,  only a 6-month 
pe rio d du ring  which we co uld consider  these  possib ilit ies .

So the tr an sf er  o f coal ac tiv itie s fro m th e In te rior  is one th at  is, in 
ou r m ind s a t leas t, s ti ll  ope n a t t hi s m ome nt.

Mr. M oorhead. I t  seems to  me th a t con ve rti ng  ut ili tie s from bu rn ing 
scarce oil  to no t-so -sca rce coal  would  be one  of th e cons ervatio n m ethods  
th at  a Fe de ra l E ne rg y Adm in is tra to r shou ld exercise.

Mr.  A sh . We  ce rta in ly  can do th at  an d are do ing  t ha t. The issue is *
wh eth er t hat  pa rt ic ul ar  organiza tio n in th e I nt er io r enable s the  F E A  to 
do that  or wh eth er i t has str on ge r tie s to  mine  sa fe ty  a nd  ot he r In te rior  
fun ctions. So m any activ itie s int er ac t w ith  othe rs t hat  you have  to c on
sid er  th e str on ge r line of  inte rac tio n ra th er  tha n the wea ker  one.

In  t hi s case we are no t exactly  sure where  the bes t place is fo r th at  
fun ction . Th ere  is sim ila rly  an oil res earch  func tio n th at  we are  not 
exact ly sure abo ut. So we f elt  t h a t ra th er  th an  t ak e pre cip ito us  acti on 
in pu tt in g it in  F E A  or leave  i t o ut fo r al l tim e, we w ould  like  t o have  
the op po rtun ity  to thi nk  it th roug h a  li tt le  fur th er .

IN FO RM A TIO N  SO UR CE

Mr.  Moorhead. Mr.  Ash , the Ene rg y Dat a and An aly sis  Office, is 
th is  the Office tha t s hould  be able to  give u s th e ans wer to , le t's  say , how 
much gaso line  we h ave  on hand  n ow ; w ha t is o ur  r ate of  con su mpt ion: 
and w hat  is our  ra te  of  pro duction , so th a t a  rat io na l decis ion on ra tion 
ing cou ld be m ade  ?

Is  tha t the  Office we should tur n t o ?
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Mr. Ash. Yes, sir. We think th at one of the im portant requirements  
at this  time, part icularly  as we go almost week by week, is t hat  the 
Congress and the public should know exactly what our factual situa
tion is, and what  is our best outlook into the future.  In fact, it would 
be our plan, the plan  of the FEA, to make public weekly for the benefit 
of all of those who are concerned and interested, the score card of where

* we stand at tha t moment—what are the demands, the supplies, the 
differences, the inventory changes, and what are our projections.

And we believe an important pa rt of the  job ahead of us is to make 
sure tha t everybody knows the facts t ha t are so important to this crisis

* at this time.
Mr. Moorhead. The main function  of the  Fede ral Energy Adminis

trat ion,  if we set it up, would be to carry out the legislative mandate of 
the Emergency Energy Act, is that  correct ?

Mr. Ash. Yes, sir.
Mr. Moorhead. Than k you, Mr. Ash. Thank  you, Mi-. Chairman.
Chairman Holifield. Mr. St Germain.
Mr. St Germain. Mr. Chairman, I defer my questioning. Unfor 

tunate ly, I was done in by the airlines, and I am going to have to 
apologize for my tard iness and hope to catch up with this in the next 
hal f hour or so.

Chairman Holifield. Thank you, Mr. Ash.
Mr. Rosenthal. Mr. Chairman, I  have some additional questions.
Chairman Holifield. Excuse me, Mr. Rosenthal.

DAT A CO LL EC TI ON  A U TH O RIT Y

Mr. Rosenthal. Thank you, Mr. Chairman.
Mr. Ash, some of the background material furnished with this  bill 

states tha t F EA  will—and I quote now—“will have p rimary responsi
bility  throughout  the Federal Government for data  collection and 
publication concerning energy statist ics,” and par t of the dialog you 
had with Mr. Moorhead affirms that.

« I do not find any language  in the bill which provides for eithe r
unusual or even ordinary data  gath ering and disclosure authority , 
although some such autho rity may be evolved in the various tr ans fers  
to FE A.

My question is thi s: Since we so frequently hear tha t the Federa l 
Power Commission and other agencies are forced to rely on the volun
tary cooperation of the oil and energy industries fo r data, can you tell  
us wha t the situation is as far  as availab ility of the new Administra 
tion to obtain these data ? And if it is inadequate, in your opinion, do 
you favor additional data  gathering and disclosure powers for FE A; 
and, if  so, what are they ?

Mr. Asii. Mr. Rosenthal, we believe th at between the Defense P ro
duction Act and the Economic Stabilization  Act we have all the au
thority  necessary to get all of the information to deal with the issues 
before this admin istration, and will proceed under those author ities 
to get the information needed from all sectors of the public.

If  it turns out th at is not the  case, we will clearly be back before you 
for additional authorities; but at this  moment—and Mr. Simon and 
I have discussed it—we believe those acts will clearly allow us to get 
the information that  is essential to do the job here.
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Mr Rosenthal. Would you, for example—and this is one of  the 
possibilities I thought of—would you favor  giving  the General Ac
counting Office authority  to verify some of the voluntary data sub
missions that come under both of those acts?

Mr. Ash. We would cer tainly be pleased to get any and all assist
ance tha t the General Accounting Office could give to this task, be
cause I think we agree with you that  we should make sure we rest *
our energy decisions on good, solid, complete, factual ly correct 
information.

LI CE NS IN G AU TH ORI TY
¥

Mr. Rosenthal. Another question occurs to me. The energy re
source development materia l speaks of expeditious licensing of Fed
eral coal and shale lands and oil exploration of the  Outer Continental 
Shelf. Will FEA, for example, take over the Inte rior Depa rtment’s 
oil and gas licensing author ity ?

Mr. Ash. I think Mr. Zarb can answer this one.
Mr. Zarb. Mr. Rosenthal, the original anticipation  was tha t tha t 

licensing authori ty will remain where it is, and tha t th is organization 
would provide the  linkage between those organizations now perform
ing that  function and the need to expedite some of these activities 
as perceived by the new Energy Admin istration.

Mr. Rosenthal. Do you not thin k that tha t is kind  of an uncoor
dinated approach?

Mr. Asii . It  may be tha t we should be more explicit in that . I 
think , Mr. Rosenthal, you have a po int there, and we shall give some 
fur the r work to a more precise definition.

expediting actions

Mr. Rosenthal. The backup mater ial also speaks of expediting 
nuclear electric power facilities. And, for example, how will FEA 
do this, since the Atomic Energy Commission has nuclear reactor 
licensing auth ority ? «

Mr. Ash. I thin k I can answer that  one quite clearly. I myself 
have met with the heads of a number of utilities , met with the mem
bers of the Atomic Energy  Commission, and we find tha t some of 
the main problems right  now have nothing to do with statutory au- 4

thority  or lack of it, or even licensing. They have to do with just  the 
physical construction of the nuclear plants , the availab ility of mate
rials, the availab ility of labor  in certa in classifications to do that job.

We look to the Federal Energy Administration  as having an ex
pedit ing role in helping to break the bottlenecks where there is a 
part icular par t or material or subcontract element th at needs to come 
out of some par t of our indus try to go into tha t plant. We would 
hope to have this Federal Energy Adm inistration  be of assistance in 
attempting to break that bottleneck and move ahead in the con
struction process.

Mr. Rosenthal. How could they be of assistance ?
Mr. Ash. By using thei r persuading  powers which they shall try 

to use.
Mr. Rosenthal. Well, once they do not  have the licensing auth or

ity, they lose the powers of persuasion.
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Mr. Ash. Not necessarily. When they are working with labor 
unions and labor union leaders, and working with members of the 
many industries tha t supply the materials for these powerplants, 
they will have the full opportuni ty to exercise the ir persuasion.

Furthermore, under the emergency energy legislation, they will be 
given the authority  to set prio rities,  let's say, on certain  kinds  of prod- 

» nets out of industry t ha t go into our energy-producing capability. So
they will have the Emergency Energy Act authorization as a good 
backup to all of the persuasion tha t they have to use. And even more 
than tha t, they will be able to use that statutory authority  itself. 

REPOR TS TO CONGRESS

Mr. Rosenthal. In the bill submitted to the Congress, H.R. 11793, 
by Mr. Holifield and Mr. Horton, I did not find any report to Con
gress section. Are you aware of tha t?

Mr. Asii. There has been, I think, one added over the weekend, 
and certainly , we would be quite pleased that there be one.

Mr. Rosenthal. Well, I mean there was not in the original legis
lation tha t the administration  sent up.

Mr. Ash. I think t ha t is quite possible. But, ce rtainly, in the work 
over the  weekend, we join with you in the belief that-----

Mr. Rosenthal. That is one of the things tha t could be corrected.
Air. Ash. And has been, it is my understanding. It  is now there.
Air. Rosenthal. It  is where?
Air. Ash. In the present markup draf t tha t is being worked upon.
Air. Rosenthal. Air. Chairman, what is the committee working 

from or on?
Air. Horton. If  the gentleman would yield.
Mr. Rosenthal. This is the bill that we have tha t we-----
Chairm an Holifield. This  is the bill tha t you have before you, a 

draf t tha t is the result of the weekend work.
Air. Rosenthal. This was staff work over the weekend?

< Chairm an Holifield. Staff work with  Air. Holifield and Mr.
Horton.

Air. Rosenthal. AVhich is before the committee? I do not know 
which is before the committee.

* Chairman Holifield. They are both before the committee. The
dra ft is the latest tha t we have, but it is not in the form of a prin t. 

Air. Rosenthal. Has this  been reintroduced in this fashion? 
Chairm an Holifield. No; it has not.
Air. Rosenthal. AArhen we come to the amending stages, what 

are we working from? We have got to work from this, right?
Chairman Holifield. AVhen we come to the amending stage, the 

words in the present bill will be stricken and this will be substituted 
if it is accepted by the committee.

Air. Rosenthal. Well, it will have to be done section by section. 
I just want to know, in the process of preparing amendments, are 
these sections the same as those sections?

Air. Horton. If  you make amendments, make amendments to the 
draf t tha t you have before you.

Air. Rosenthal. H ow can you do that  under the proper legislative 
procedure ?

26-725  0 —74------4
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Chairman Holifield. The members of the subcommittee will mark  
up the bill. When the subcommittee marks up the bill, this draf t will 
be offered, in effect, as a substitute for this. It  will be also subject 
to amendments in the subcommittee at the markup time.

Mr. Horton. If  the gentleman will y ield;  the problem is this, tha t 
we have before us the bill which you have just  shown, 11793——

Mr. Rosenthal. I thought  this was the only bill the committee *had before us.
Mr. Horton. That is what we have before us.
Mr. R osenthal. I  understand somebody has been doing some work 

and there  is another dra ft available. ' *
Mr. Horton. You have it righ t there.
Chairman Holifield. You have it before you, and the only thing 

tha t was done yesterday—this was worked out on Saturday  and 
Sunday—the dr af t of the bill, is perfected in many instances, including the reporting  section.

Mr. Horton. Now, for example, on page -----
Mr. Rosenthal. OK.
No, no, no. I do not want to yield any furth er. Let me finish.
I just  want to know in preparation of amendments, are the par a

graphs in this dr af t the same as the -----

SUBCOM MIT TEE PROCEDUR E

Mr. Horton. If  the gentleman will yield ; let me expla in the procedure.
What will happen is, in the subcommittee meeting, these amend

ments will be offered. Hopefully, they will be accepted.
Mr. Rosenthal. This will be offered as a package with  a whole host 

of amendments in it ?
Mr. H orton. Yes.
Mr. Rosenthal. Without knowing—well, let’s work this out 

later on.
Let me finish with Mr. Ash. *
Mr. Horton. Well, the amendments should be made to the revision 

because it includes new provisions—for example, one to cover the 
point you made about congressional repor ts-----

Mr. Rosenthal. I was really wondering why the  administration did *
not see any necessity for tha t section, but appa rent ly my colleagues 
have seen the necessity and the administration  has joined in the 
correction.

Mr. Ash. We join in that.

OIL IMPORT  QUOTAS

Mr. Rosenthal. When was the hist, time tha t the President waived 
any provision of the oil import quota ?

Mr. Ash. I  do not know. We will have to find that  and put it in the 
record. I just  do not know.

[The information referred  to follows:]
Pursu an t to au tho rity in Section 232 of the  Tra de Expansion Act of 1962, as 

amended (19 USC 1862, parag rap h (b ))  the  Pre sident  las t amended the Oil 
Import Control Program with  President ial  Pro clamation 4227 on Jun e 19, 1973 
(38 FR 16195) to make a number of technica l improvements in the program.
Ear lier , on April 18, 1973. the Preside nt issued  P roc lam atio n 4210 which removed 
all volum etric controls on oil imports  and  esta blished  a license fee system.
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Mr. Rosenthal. Would this new FE A have any jurisdiction over 
the oil import  quota which the Inter ior  Department had ?

Mr. A sh. I t will assume the  functions th at  the Inte rio r Department 
had in that . But, of course, all of  the  functions it assumes are in tu rn 
ones tha t come under Presidential guidance.

Mr. St Germain. Would the gentleman yield on tha t point?
* Mr. R osenthal. Yes.

O E r ROLE

Mr. St Germain. Now, the Office of Emergency Plan ning  th at was
* headed up by General Lincoln was responsible for watching over im

por t quotas, and the tickets t ha t were very valuable—yes, sir;  you have 
got a gentleman nodding the negative—they made recommendations 
tha t had  to be concurred in by Inte rior.  Lincoln and his predecessors at 
OE P were the ones we had to deal with all the  time, and subsequently 
Peter Flaniga n a t the  White  House. I  have very vivid recollections of 
this as a member from New England.

Now, has OE P been done away with ?
I do not see a t ransfe r of OEP ’s functions. Have they been phased 

out?
Mr. Ash. Mr. Bingman can answer that.
Mr. Bingman. I  was nodding on a different aspect of your point,  sir. 
The Office of Emergency Preparedness was headed by General 

Lincoln. He was the chairman of the Oil Policy Committee, and lie did 
have staff working for him in OE P to support him in th at role. The 
purpose of the Oil Policy Committee was to take recommendations 
prepa red by the Department of the  Inter ior, make sure t ha t the  other 
concerned Federal agencies who had representatives on the committee 
were by that means able to put their views into a final recommenda
tion, which, as I understand  it, went to the President for his action.

At  the time tha t the OE P was abolished earlier thi s year, the  chair
manship function was transferred to Mr. Simon shortly after his a p
pointment as Deputy Secretary of the Treasu ry, and the suppo rting

* staff was also transfe rred  a t that  time, either to Treasury or to In ter ior  
to continue to support tha t function.

Mr. St Germain. You mean we are still stuck with those individuals 
who made such gr ievous errors  over the years, the supporting staff,

* the people who, as General Lincoln told us from New England last 
fall—yes, last fall and Jan uary of this  year—had called around and 
been told by the majors there  were no shortages? As a result, we were 
calling each other liars, General Lincol n and mysel f.

Of course, subsequent events have proved who was a liar and who 
was not, or who was efficient and inefficient.

Do you mean to tell me tha t the supporting staff that took as gospel 
tru th—that  is a followup to Mr. Rosenthal’s questions—the answers 
they got on the telephone, n ot by looking at any figures or any books, 
from the majors about the adequacy of our  supplies of heating oil fo r 
the Northeast, and par ticu larly New England, are still with us, sir?

Mr. Bingman. I do not know. The positions were officially tran s
ferred, but I do not know whether the same people are still employed.

Mr. St Germain. I thank  the gentleman fo r yielding.
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W H Y  A 2 -Y EAR AGEN CY ?

Mr. Rosenthal. Let me just ask two other questions.
Mr. Ash, I  myself do not understand  the  logic of forming an agency 

by statu tory  authority  for a 2-year period, ancl my own view is that  this 
crisis, if  i t be one, is going to take a good deal longer than  2 years to 
resolve, and t ha t the management of it should continue for a good deal 
longer than  2 years.

What is your feeling on the subject ?
Mr. A sh. With in 2 years, we would hope to have a Department  of 

Energy and Natural Resources, and as I  said in my opening statement, 
the Federal Energy Administration  would then become an integral 
part of the Department of Energy and Natural Resources.

Now, if at that  time we all look around again and decide th at the 
crisis is of bigger proportions than  we hope it  is by tha t time, if it is 
still of bigger proportions than  just a normal routine of Government, 
we may want to extend the life of this  organization and keep i t t hat  
much closer to the President. But I thin k tha t the Congress should 
have a chance to look at it again at the end of 2 years and determine, 
in the light of circumstances at th at  time, whether  it is desirable to 
perpetuate, or whether it is desirable to fold into a Department of 
Energy and Natu ral Resources. Tha t is the basic thin king  we have.

We have a very special problem tha t we think  should be addressed 
in the most effective way today. At the same time we do not wish to 
build permanently into the Government a structure tha t might better 
be located elsewhere when the problem is more normalized.

RATIO NIN G AND AL TE RN ATI VES

Mr. Rosenthal. Do you yourself have any inpu t into the debate 
or dialog or discussion as to how we resolve this difficulty, by rationing  
versus price rises plus excess profit taxes ?

Do you yourself have any inpu t into th at  dialog ?
Mr. Ash. Yes, sir.
Mr. Rosenthal. And what is your view on the subject ?
Mr. Asii . My view is tha t we should consider a number o f a ltern a

tives. We are considering a number of alternat ives, and rationing  is 
one of those alternatives.  It  is one tha t should be viewed as a last res ort ; 
(1) because it has so very many problems and inequities attached to it, 
and (2) if it is the one decided upon, it should be done as efficiently 
as possible.

My mind is open a t th is moment, because we are  considering many 
different possibilities ; probably dur ing  this very month, that consid
eration will come to a po int where a specific decision will be reached.

Mr. Rosenthal. Do you expect a decision by the end of December ?
Mr. Asii . I would think  that  would be the timing, yes, sir.
Mr. Rosenthal. Now, from a structural point of view, the new 

head of EEA , presumably Mr. Simon, if he can be confirmed by the 
Senate, what  will his role be in that  decisionmaking process ?
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Mr. Ash. At the moment, as you know, the Pres iden t has convened 
an E nergy Emergency Action Group. He personally  is the chairman. 
Other's of his subordinates  whose functions relate to this subject meet 
with him. Mr. Simon is one of those members, and this group is dis 
cussing among itself the pros and cons of the many alternatives and 
the many possibilities. And I  know that before a decision is made, those 

0 thoughts will all get in  f ron t of the President, who will then have the
overview of all of the different thinking  as the  basis for making the 
final decision.

Mr. Horton. Would the  gentleman yield on tha t ?
* Mr. R osenthal. Yes.

Mr. Horton. Who else is on t ha t Cabinet-level Energy Emergency 
Action Group ?

Mr. Ash. It  is Secre tary Shultz, Secretary Kissinger , Secretary 
Morton, Secretary Dent, Secretary  Schlesinger or his deputy, 
Clements. Also, Secretary Brinegar, myself and Mr. Simon, as well, 
and Mr. Laird.

Mr. Horton. All right .
Than k you, Mr. Rosenthal.
Mr. Rosenthal. I have no fur ther questions.

PH AS EO UT  OF EP0

Mr. Horton. Mr. Ash, what happened to the Energy Office tha t 
Governor Love headed ?

Mr. Asii . That one is going to be folded into these new activities, 
assuming tha t the legislation is in place to do so, and it will then be 
phased out from the work that it had been doing. It was a very small 
organization with just a hand ful of people, and the main activities 
that were going on in the agency was dealing  with broader policy. Now 
we are going into a highly operational mode, so that  the activities will 
all be brought together, and th is will be phased into th at organization .

Mr. Horton. Who will make energy policy a fter  F EA  and ERD A 
. are set up ?

Mr. Ash. In the broades t sense, energy policy is made at the Presi
dentia l level, because energy permeates so many of our departments 
and agencies. What we cannot do is to put into the Federa l Energy

* Administration or the proposed Federa l Energy Office the ultimate 
authority  on energy. The Departmen t of  Defense has very im portant 
energy matters tha t have to be integrated with defense matters. Cer
tain ly for environmental considerations, we have to have the EP A 
retain and exercise its author ities. So th at the ultimate authority  for 
energy in its broadest sense—Mr. Brown mentioned interna tional  m at
ters—the ult imate auth ority is still in the President.  There is no useful 
way to place it fa rther down, because it so permeates this  Government.

But  on this  pa rticular class of issues tha t we are talking about now, 
try ing  to match supply and demand together  in an equitable way tha t 
closes the gap to the greatest degree we can, there the policies and 
operations will be u nder Mr. Simon. B ut those have to  in  turn  relate 
to many other policies across the whole of the Government that relate 
to energy.
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administrative organization

Mr. H orton. I have a couple of o rganiza tional questions, here. 
Included in our  folder is a cha rt which I assume is the recommended 

structure of the PEA . With  the exception of the Administrator, 
Deputy Administrator, and the Assistant  Administrator, this chart, 
of course, is not  a part of the  sta tuto ry organization; it  is not  wr itten 
in the statute . But  I think it would be helpful  if you could include 
tha t chart as a p ar t of your testimony,  so that we will have it before us. 

Mr. Ash. We would very much like to.
Mr. H orton. Mr. Chairman, I ask t ha t th at be put  in.
Chairman H olifield. Without objection, i t will be received.
[The information referred to fol lows :]

«
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Mr. H orton. Now, tha t is yo ur recommendation a t the present time, 
and we understand that  it might be changed later, with the exception 
of the  Assistant Administrato rs. Also, as I  unders tand it, the Admin
istrator would be a level II , the  Deputy Administr ator  would be a level 
II I,  and the six Assistant Admin istrators would be level IV.

Now, you have also asked that the General Counsel, be a level IV.
Why is t ha t necessary ?

Mr. Ash. Mr. Zarb can answer that  one. *
Mr. Zarb. Mr. Horton, as we proceed to implement the wide range 

of regulations which will come from the emergency legislation tha t we 
need to implement, many, many material legal questions will be posed >
to the Administrator, and he will need significant support.

I think , in addition to tha t, we need to build into the  system 
a method of appeals to decisions made within this  organization. And 
to do t ha t and do i t properly, to staff it correctly, we need a senior 
person from the law profession. I t is the judgment of  Mr. Simon, and 
one in which I  concur, tha t a level 4 will enable us to accomplish that.

On the same point, Mr. Hor ton, while we are talkin g about the qua li
ty of people within the organization, may I respond to Mr. St Ger
main's observation of a short while ago, since I  do not believe we were 
sensitive enough to the im plications of his comments.

I have worked with Mr. Simon now day and night for  the last 7 or 
8 days on both organiza tional and staffing questions, and I can assure 
you, from my perspective, of two things . F irst , he is going to insist  on 
the best people to do these jobs. There is no question but what  that is so.
And second, he would be most anxious to hear observations with re
spect to both personnel and leadership struc ture from any committee 
or Member of Congress.

Chairman H olifield. Mr. St Germain.
AIR. SI aeon's TREASU RY ROLE

Mr. St Geraiain. Yes.
Mr. Ash, I believe in answer to one of Mr. Moorhead’s questions you 

stated that Mr. Simon would continue to be associated with  Treasury  »
as well as take on this new position ?

Mr. A sh. Yes, sir. We believe there are considerable advantages in 
doing th at. Of course, the Senate in confirmation hearings, I am sure, 
will want to take up th at question very specifically. *

Mr. St Geraiain. Well, the poin t is, among the advisors you named 
is Secretary  Shultz. In one instance, as head of the FE A,  Mr. Simon 
would be supposedly taking recommendations from all these people, 
but one of the advisors would be his superior at Treasury. I t ju st might 
be a ra the r precarious situation, and no t probably the ideal one, if  you 
follow my reasoning here.

In the one instance, wearing one hat, he has Secretary Shultz as his 
super ior; in the other instance, wearing the other hat,  he is taking 
recommendations from a group of people, among them his superior 
with his other hat.

Mr. Ash. I understand the poin t you make and I certain ly agree, 
as I  th ink  Mr. Horton earlie r suggested, that the statu te itsel f should 
not provide for these jobs being l inked as one. But  given even the kind 
of problem th at  you ident ify, we believe there  are some needs that  run 
in the other direction. This is probably the best thing to do, and we



would strongly recommend this approach at this  time and would put 
tha t in fron t of the  Senate in the  confirmation process so they can have 
the opportuni ty to judge that kind of an issue for themselves.

Mr. St Germain. Mr. Ash-----
Mr. H orton. Would the gentleman yield on th at ?
Mr. St Germain. Certainly.
Mr. H orton. W ith reference to personnel, as I understand  it, we are 

going to transfer  func tions here  and not personnel. I s that right ?
Mr. Ash. We will be tran sfe rrin g functions first, but personnel, say, 

the people out of the Cost of Liv ing Council, the people out of Interior, 
would also physically be transferred.

And I think the re is one other point t ha t I  should make. We believe 
tha t i t is also importan t, given the na ture  of the problem to be worked 
on here, that they be colocated as well, so that we tru ly have a tigh t 
organiza tion working on this problem.

PROTECTION OF JOB RIGHTS

Chairm an Holifield. Will  these people who are being transfer red 
from the  old line agencies—I am th inking now of career people—will 
they be protected as to the ir tenure and th at  sort o f thing  ?

Mr. Bingman. I  t hin k that is the  point, Mr. Chairman, tha t when 
you tran sfer  a function from one Federal agency to another, the 
civil service regulations provide tha t the employees are entitled  to 
transfer with that  func tion; so th at they would be covered, at least 
to the extent that they can retain their  positions in transferr ing  to the 
new organization. We do not make any fur ther provision beyond that 
in this  legislation.

Mr. 'Horton. Ju st so the committee has it clear;  take, for example, 
the Office of Oil and Gas tha t is now in Inter ior. That function and 
those personnel would be transfe rred  to FEA  ?

Mr. Bingman. Yes, sir.
Mr. H orton. But the Office of Oil and Gas would remain in In terio r, 

and then you would have to lapse it?
Mr. Bingman. That is th e point, We would lapse the organizat ion 

in Interior , tran sfer  its functions to the Federa l Energy Administ ra
tion, and the people would be authorized  to  go with tha t function.

Mr. H orton. Well, when you say lapse, what do you mean?
Mr. B ingman. It  would no longer have a sta tutory basis in Inte rior  

after the functions and personnel are transfer red to FEA . With no 
statutory base, functions or personnel, the Secretary would then termi
nate the organizational units  involved.

Mr. Horton. Suppose we do not do anything about DENR? What 
about reversion?

Mr. Ash. The 2-year period ?
Mr. Horton. At the end of the 2-year period.
Mr. Ash. When FE A comes to an end ?
Mr. Horton. Right.
Mr. Ash. I think we should make certain that , as we come to  th at 

point and if there were no DENR, tha t we come before the Congress 
with a proposal that  preserves all of the right s tha t those in the civil 
service would have.

Mr. Horton. Thank  you, Mr. St Germain.



54

PU B L IC  RE AC TI ON S

Mr. St Germain. Mr. Ash, I have found in going back and forth  
to Rhode Island every weekend a few things. Evidental ly the people 
in the grea ter Washington area, from news reports,  and the people 
in New England and Rhode Island , are really doing their utmost to 
comply, and we find that the power companies a re put ting  out less *
power. There has been a decrease in demand.

In  other words, it is evident  th at the consumer, the  average citizen, 
is doing his utmost, tu rning down his thermostat and probably turn
ing it down even more th an has been requested by cutt ing down on >
voltage or electricity usage. That is wonderful. I thin k the people 
are happy to do this because they realize tha t there is an emergency.

However, we in the Congress are receiving questions, telephone 
calls, myriads  of telephone calls and letters  from our constituents.
Now, let us take Rhode Islan d. We were paying 22 cents for heating 
oil, just  about 3 months ago. We are now g etting calls in our local 
office where they have just had a delivery of 46 cents and 48 cents per 
gallon.

This individual has cut back maybe 10 or 15 percent  his or her con
sumption, but that individual is facing an increase of over 100 percent 
in cost. T hat  individual is liv ing on a budget, perhaps budgeted $150 
to $200 or $300 for heating and now he finds th at even though he cut 
way back and is a lot colder tha n before, his costs have soared. Here, 
the price is up so high. We are told tha t the imports have been shut 
off from the Arab nations, and tha t the bulk we are getting is from 
domestic production, with some from Venezuela and Canada  that has 
increased in price.

But my people and the people  in New England  tha t are rea lly suffer
ing here say, how come over a 100 percent increase, and then we read 
in the paper tha t the Cost of Living Council—last week, I think,  
Thursday or Friday—said we wil l give then another 2-cent increase 
for fuel oil to perhaps encourage them to refine more fuel oil than 
gasoline, where there are no controls. «

Now, I  have not been able, and no one in our delegation from New 
England meeting with the officials from the Boston region last week 
is able, to get answers concerning pricing.

When I look at your statement, you say the new agency is proposed *
to be built around the nucleus of several programs, and you say 
simila rly FE A would also receive the functions now performed by 
the energy division of the Cost of  Living Council. Beyond th at in your  
statement, there is no mention of price whatsoever.

In looking at the chart,  you have an assistant administ rator for 
policy planning and regulation, and at the very end of th at you have 
pricing, the Cost of Living  Council. I think tha t if we are going to 
ask the American people to cooperate, and they have been cooperating, 
we have to insure and guarantee to them, and convince them tha t they 
are not being gouged by the big oil companies.

SQ UE EZ E ON  IN D EPEN D EN TS

Tou are familiar  with this lette r from the 22 Senators  on the in
creased oil profits this quar ter as compared to last year, which they 
said was a very bad year. The New York Times magazine section had
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an  exc ellent  ar tic le  ye ste rday  ta ki ng  in  the  18 major  oil  companies.  
I t  pointed  ou t th at  w ith  th is  sho rta ge  the y a re  real ly  do ing a job on th e 
ind ependents  th at  they  ha ve  been at te m pt in g to  ge t rid of  fo r ma ny, 
ma ny yea rs. They fu rt her  sta te,  you never see Ex xo n adverti se  an y
th in g abou t price. Th ey  te ll  you Tex aco i s the  m an wi th the sta r. The 
Sunoco  man wants  h is da ug ht er  to have  cham pagne and roses at  he r

* we dding , so he’s go ing to be fri en dly when you  come in. But  the y 
nev er t al k a bout pr ice co mpeti tion.

We hav e dr ive n, or  we are evide ntl y dr iv ing,  the ind ependents  ou t 
of  business. We  are  no t able to  ans wer th e questio ns as to pri cin g.

* I  wi ll br ing ou t one othe r point . In  1969, t he  W al l St reet  Jo ur na l 
ran an  art ic le  on the U ni te d St ates  N at iona l Ba nk  of  Sa n Die go and 
the machin ati ons of  C. A m hold t Sm ith  with  many companies,  the 
W estgate  Corp. , the  U.S. Hol di ng  Co., an d ma ny oth ers . Th is was 
ev ide ntl y com ple tely  igno red by the Fe de ral regu la to ry  agencies be
cause i t was 3 years  la te r befo re  the y came up  w ith  th e firs t r ep or t i nd i
ca tin g th e insi de de al ing on loans and the com plete domi na tio n by 
C. Ar nh ol dt  Sm ith  of t hi s bank.

I  am hoping  t hat  t hi s new  a gency, whe n it  comes to  p rici ng  and  th e 
domi na tio n by the major  oil  producer s, will  pa y a lit tle  at tent ion to  
some of  these sple nd id in vesti ga tiv e repo rte rs  th a t a re loo kin g into  the 
major  com pan ies prof ite er ing by control ove r pri ce.  And  th at  we do 
no t look,  as O E P did be for e, to staf f people who pick up  telepho nes  
an d cal l the ma jor s as king  how the  oil sit ua tio n is. Ha ve  we go t 
eno ugh fo r thi s y ea r ? A nd  th ey  say, yes , c ert ain ly.  W e have g ot  p len ty 
fo r th is  yea r. A nd  th at  is th e en d of  it.

I  hop e we are  go ing  to  th in k of  the  consumer. I f  we are  go ing to 
ask  the consum er, the Am erica n cit izen to  c oop era te, let  us show him 
the Governm ent can  th in k of  h im .and his  pocketbo ok ra th er  t ha n the 
pocketb ook  of  the  sto ckholde rs o f the m ajor  oil companie s.

Are  there pro vis ion s go ing to be made, beyond  wh at I see in your  
tes tim ony and in th is  ch ar t, to  look at  the  pr ic in g aspect,  and the  
comp eti tive aspect s amo ng the ma jor s ?

» Mr. Asn . Ce rta in ly , I  jo in  wi th you  in com me nding  the Am erican
peo ple  on  th e act ion s th a t t he y have ta ke n here in these l as t few weeks, 
an d it  has gone  a lon g ways toward solvin g the pro blem.  You may 
rem ember  also in  response  to  yo ur  specific  ques tion  he re abou t gouging , 
th at  imme dia tely upon  he ar in g th at  th e tru ck ers were  be ing  gouged, 
which  in tu rn  tra ns la tes to  pric es all  the way  dow n the line , in less 
th an  12 hours t he  Inte rn al  Rev enue Dep ar tm en t was set  in motion  and  
was  out  goin g u p and dow n those freeways  and  th ro ug h ways s topp ing 
at  the individu al serv ice sta tio ns  to make sure th at they  were no t 
ch argi ng  ille gal  or  im pr op er  prices.

Th ere was a very imme dia te,  an d we believe very effective  response  
to th at , an d ce rta inly  t he  at tit ud e of  th e Fe de ra l En er gy  A dm in is tra
tio n was evidenced by the action th at  t hey took in th at  very inst anc e.

I t  is im po rtan t, while we are  askin g to r a sacri fice th a t we make 
sure th at  n ei ther  th e oil com pan ies  n or  an yon e else tak es advanta ge  o f 
the  pro blems at  th is  pa rt ic ul ar  mom ent. I  th in k we will all  agree,  
though , th at  we m ust have more energ y resources, more oil,  m ore coal 
an d mo re ga s; and we have  to  be, there fore , m indf ul  of  the cost s of 
ge tt in g those a dd ition al  supp lie s. Ce rta in ly , we a re n ot  abo ut t o impose 
upon any citizen , com pany or  for eig n gover nm ent  an ob lig ati on  to
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deliver a product at less than cost. We just will not get the product.
So another reason for br inging this  pric ing function  into  the  Federal 
Energy Administration is to be able to make those kinds of deter
minations tha t require the oil companies, and require everybody, to 
do their part .

In  th is recent action just taken by the Cost of Living Council, but 
working closely with those dealing with  energy, the shi ft in the re- *
finery mix was done by reducing the pr ice that a refinery could charge 
for gasoline, while increasing what he could get for his heating oil, 
thus making it economically necessary-----

Mr. St Germain. Excuse me. You say they, at the same time, are *
reducing the price  on gasoline ?

Mr. Ash. Yes, the price the refiner can charge for the gasoline he 
sells. Now, tha t has not gone th rough the system yet because it was 
just last week, but  in o rder to deal equitably with this need to change 
refinery mix, it was done not by just  increasing the  price of the product 
we wanted more of, tha t is, disti llate s; rathe r, it was done by also 
reducing the price that  a refiner could charge for the gasoline output 
of his refinery’. So this is by way of saying that the administration of 
this new activity will be giving  very special concern to prices and 
profits to make sure tha t the public interest, the interests of the con
sumers of these products, is best served.

Mr. St Germain. Are you now telling me th at the Cost of Living 
Council reduced the allowable price being charged by the refiners for 
refining gasoline below their cost ?

Mr. Ash. Below what their price  had been the day before.
Mr. St Germain. But they are still making  a profit on refining of 

gasoline.
Mr. A sh. They are still making a profit, I did not say below cost.

I said they reduced it below w hat it had been in order to induce the 
refineries to  make more of the product that we needed this winter
time; tha t is more heating oil, more distilla tes generally.

Mr. St Germain. The order to  In ternal  Revenue to look at the price 
being charged for diesel fuel a long the highways, this pa rticular order *
emanated a fter—was tha t before or a fte r—the meeting with the presi
dent of the Teamsters Union, Mr. Fitzsimmons ?

Mr. Ash. 1 believe it was all before. I t was before any meetings took 
place. *

My recollection of it is it went over the  night. There was a problem 
the night before, and before the beginning of the work day, the 
next day. the orders had gone out. I think tha t you have seen and 
will continue to see considerable evidence that the administration of 
this agency will be conducted consistent with this kind of patte rn 
when it deals with prices and profits.

SPREADING THE BURDEN

Mr. St Germain. Now. Mr. Ash, over the years we in the Northeast 
have been dependent upon imported oil. Tha t is why those of us 
from tha t section of the country are so fam iliar  with import quotas. 
You know, we have been suffering under these price wars and emer
gencies now for a period of years.
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With  the cutoff of imported oil, imported crude from the Arab  na
tions, we are really facing—in other  words, we are in the position of 
bearing the brun t of the  shortage in the Northeast area of the coun
try. Evidently, I have not looked at the price of oil in other areas of 
the country—here is something like a 6 cents or 8 cents differential 
listed in the Oil Daily, tha t published a lot of figures, pe r gallon of 
heating oil between New York and Boston and Providence. There  is 
tha t big  a spread.

Of course, I  imagine there is a larger spread when you go to other 
areas of the country. But  we have the dubious distinc tion of paying

* the highest prices in th e Nation for our oil in the Northeast.
Now, if we are called upon to sacrifice, to turn  down our thermo

stats, which we are doing and are happy to do, are you also going to, 
under this new Administrat ion, devise a means to share the burden, 
pricewise? Secondly—and this will be my last question—I would like 
to know, where am I going to be able to go, once the Federal Energy 
Administration  has been created? Where am I going to be able 
to go to find out for, and on behalf of, my cons tituents whether o r not 
the price they are paying for oil is a fai r price or are the majors 
gouging  the consumers ?

Where will we be able to go for reliable, factual information, and 
not a  lot of balderdash ? Those are two questions th at I conclude wit h: 
(1) The spread of the price;  and (2) Where do wo go for reliable 
information ?

Mr. Ash. On that first question, I  t hink tha t it could be very use
ful to  pa rticu larly  inqu ire of Dr. Dunlop, who I gather will be appear
ing before you soon, as to how that has been administered to th is point, 
because that will be ca rried  over into the  new’ agency. I t will have the 
benefit of all of the work tha t has been done in the Cost of Living 
Council on setting  up the  mechanisms to make sure tha t the kind of 
thin g tha t you sta te is achieved; tha t is a division, an equitable divi 
sion—

Mr. St Germain. The burden.
t  Mr. Ash [continuing]. Of the  burden t ha t we all have to  carry, and

I am sure tha t he can, more than I, discuss exactly how that is done. 
In the agency itself-----

Mr. St Germain. You have an Assistant A dminist rator fo r Policy,
* Plan ning  and Regulation . Under  tha t you have Pricing, CLC, the 

last one down on your chart.

OMBUDSMAN

Mr. A sh. The Assista nt Admin istra tor for Operations and  Compli
ance has a function called public assistance. This is the  ombudsman, 
the point  to which you can refer  your constituents directly. You can 
yourselves inquire on any problem for which a satisfactory  answer 
migh t not have been provided, or might not be available ; because deal
ing well with a big  pa rt of th is problem, we believe, is dependent upon 
good, complete public informat ion. And this  should be an important 
par t, therefore,  of this whole organization.

Mr. S t Germain. Are you te lling me th at this is w here I go, because 
I will go on behalf of my constituents?

Mr. Ash. By all means.
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Mr. St Germain. Is this where I  will go to find out about the price, 
how it is arr ived at, and whether or not  they are being charged a fa ir 
price, and tha t the profits of the majors are not tha t high?

Mr. A sh. If  I were you, I would go directly  to the Administra tor, 
and maybe your constituents might find tha t they can get answers 
here; in your position, I  would go directly to the Administrator and 
get answers to any questions th at I wished. «,

Mr. St Germain. I  have been going to Mr. Dunlop since he has been 
with the Cost of Diving Council for a long period of time now, and 
the ordin ary inquiry takes maybe 10 weeks to 14 w’eeks for a reply.

Now, tha t is not very satisfactory—going to the Administrator, *
because I  thought if we had someone with knowledge who could just 
give us an answer about the price underneath this, who could be defini
tive, and  whom we could rely upon, maybe we could cut that timespan 
down.

Mr. Ash. Certainly, here is the place to inquire, but I  think I would 
try  to make sure th at you got good response from the top of an organi
zation. I might  even suggest th at you call me. I might be able to find 
out something fo r you.

Mr. St Germain. You have got plenty of problems as it is. 

problems in price control

Mr. Ash. Back to your other  point, I just wanted to make a com
ment that I think  i t is imp ortant to realize what sometimes gives rise 
to prices h igher  than we would all want. You have already indicated 
tha t we cannot control the price tha t foreigners charge us, and of 
course, we still will be import ing, and are importing, 4 million barrels 
a day based upon foreign-set prices.

Not th at it adds up to a lot, bu t it  does make the problem more diffi
cult. The recent Alaskan Pipeline bill had with it a rider tha t freed 
from price control certain domestically produced oil, and tha t do
mestically produced oil, along with others, is a  sufficient pa rt of our 
total, domestically produced oil to make it difficult to deal with do- tmestic prices.

So I guess I am saying that  sometimes price increases come by a 
rider to anoth er bill t ha t turns them loose from price c ont rol; tha t is 
what happened on the Alaskan Pipeline bill. It  is an aside, but it is *
a fact.

Mr. St Germain. Mr. Chairman, I would like to take the oppor
tunity , ju st for a moment here, to commend and tha nk Mr. Zarb for his 
assistance to us in Rhode Island . He has been in Rhode Island several 
times, and he has been very, very helpful.

I want to commend him, and let you know how apprecia tive we 
are.

Mr. Ash. Thank  you.
Mr. St Germain. Thank you, Mr. Chairman.
Chairman Holifield. Thank you, gentlemen. We did not expect to 

keep you on the stand th is long, but the interest on this  bill, as you can 
see, is intense. So we will excuse you now’, and thank you for your 
appearance.

We are going to ask Secretary Whi taker to come forward—is he 
still here?
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Mr. Ash. Thank you very much, Mr. Chai rman ; not only for ex
pedit ing the process, but  fo r working  with us so long this morning  to 
make sure we developed all of the  information tha t we need to.

Chairm an Holifield. Mr. Whitaker . Mr. Secretary,  you have been 
here long enough to know why you were so late gett ing to the table;  
and we apologize. You may proceed, and we will try  to get out so 
tha t we can get back by 1:30 p.m., to continue with I)r. Dunlop.

STATEMENT OF JOHN WH ITA KER, UNDER SECRETARY, DEPA RT
MENT OF THE  INT ERIOR ; ACCOMPANIED BY BART McGARRY, 

* ASSISTANT DIRECTOR, OFFICE OF ENERGY CONSERVATION;
AND JOHN MORGAN, ACTING DIRECTOR, BUREAU OF MINES

Mr. Whitaker. Thank you, Mr. Chairman.
I have with  me, on your left, Dr. J ohn  Morgan, the Acting Director 

of the Bureau o f Mines in the Depar tment of the In ter ior ; an d on your 
right , Mr. Bart McGarry, the Assis tant Director of the Office of En 
ergy Conservation.

I am fran kly  de lighted your committee has so expeditiously sched
uled these hearings on the P resident’s proposals to establish a Federal 
Energy Adminis tration.  We are now confronting a very serious energy 
supply  sho rtage which can have a drastic  effect on our Nation’s econ
omy, security, and general welfare.

A number of significant steps have already been taken to deal with 
the problem. However, it  is app arent tha t if we are to be trul y effec
tive in minimizing the impact of thi s shortage on the country, we need 
a central ized, well-coordinated organ ization to develop necessary poli
cies and carry them out effectively.

FU N C T IO N S OF  TR AN SF ER RE D OFF IC ES

The Department  of the Inte rio r wholeheartedly supports the estab
lishment of the Federa l Energy Administration. I will not go into 

. any detail s of that organization except to concentrate on those par ts of
the Department of the Inte rior  which would be transfer red to the Fed
eral Energy Administration. Specifically, these include No. 1. the 
Office of Oil and Gas; second, the Office of Energy Conservation; third, 

» the Office of Energy Data and A naly sis; and finally, the Office of Pet ro
leum Allocation. These Offices combine a variety of talents and pursue 
a va riety of missions. Perhaps it would be instructive for me to take a 
moment to describe the Offices as they have existed within the admin
istrat ive framework of the Departm ent of the Inte rior.

The Office of Oil and Gas has seniority among the offices under con
siderat ion here, all of the others having been established only in the last 
few months  within the Department of Inter ior. The Office of Oil and 
Gas serves as the principal focal point for Federal  Government con
tac t with the petroleum industry. It  administers the oil import pro
gram. For some time it has been regarded by other Inte rior Dep art
ment agencies as an important source of information on petroleum 
indus try operations. Some Interior agencies will continue to require 
access to the Office of Oil and Gas expertise and main taining liaison 
when the Office of Oil and Gas moves to the Federal Energy 
Administra tion.
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Second, the Office of Energy Data  and Analysis was set up last 
spring to collect and evaluate statis tics on the Nation’s energy re
sources. A small organization, the Office has drawn  extensively on 
mineral statist ics compiled by other  Inte rior agencies, and in part ic
ular  the Bureau of Mines.

The Office of Energy Conservation was likewise established last 
spring as the Government's p rincipal instrument for reducing energy 
demand throughout the country. Its  chief missions thus f ar  have been 
to coordinate energy-saving efforts within the Federal Government 
itsel f; second, to provide support and assistance for State and local 
energy conservation efforts; thi rd,  to create, through  education and in
formation programs, an awareness of the need for energy conservation 
among the general public. Fina lly, this  Office also conducts and super
vises research for more efficient uses of energy.

The Office of Energy Conservation's future involvement with the I n
terio r Department will probably be limited to coordinating the De
partm ent's  pa rticipation in the  Federa l energy-saving program.

Newest of Inte rior 's energy-oriented operations is, of course, the 
Office of Petroleum Allocation. I ts  function, as the name implies, is to 
divide up the Nation’s petroleum resources as equitably as possible. 
The mission will be difficult and requires substantial staff and funding,  
depending on the dictates of nat ional  allocation policies in the future. 
Its  tran sfe r from Interio r should have lit tle effect on other parts of the 
Department.

A great deal of work has been done by the four offices I described 
above. The ir expertise and experience will be essential to the proper 
functioning of an administ ration  charged with responsibility for meet
ing the energy needs of the Nation.

With in Inter ior,  these offices have enjoyed ready access to the wealth 
of inform ation and expertise from other  departm ental agencies tha t 
have been assembled over the years. As components of FEA, they will 
doubtless continue to have use for Interior Department resources. We 
look forward  to cooperating with them to the  fullest extent  possible.

Establishment of FEA , though important, is probably not the last 
restructuring effort that the Government will have to make in order to 
safeguard our energy resources. Creation of the  Energy Research and 
Development Admin istration and, eventually, a Depar tment  of 
Energy and Natura l Resources, will require simila r t rans fers  and re- 
alinements. It is my hope that the orderly tran sfer  of expertise from 
Inte rior to  F EA  can serve as a model for the urgent ly needed organi
zational measures that lie ahead.

Again, Mr. Chairman. I stronglv urge the prompt  enactment of 
H.R. 11793.

Thank you very much.

VIEW S OX AD DIT ION AL TRA NSF ERS

Chairman H olifield. Thank you, Mr. Whitaker .
What are your views regard ing the  need for a provision by which the 

President, within  the next 6 months, could tran sfer  additional energy 
functions from the Department of the Inte rior , the FPC , and other 
agencies ?
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Mr. W hitaker. Well, as Mr. Ash indicated, we have a provision in 
the bil l which in effect would ask for a 6-month period whereby parts  
of other Government agencies might possibly be trans ferred to a Fed
eral Energy  Administra tion.

Let me give von a prac tical example, if I  may, Mr. Chairman,  of the 
dilemma we have in this regard.  We propose the tran sfe r of an Office

* of Energy Data and Analysis to the Federal Energy Adm inist ra
tion. Tha t is a rather small office whose job, rather than  to collect 
data—and here I make the fundamental distinc tion—is to analyze 
and integra te data.

* Now, we have in the Department  of the Inte rior  many data-collect- 
ing agencies. Large portions of the Bureau of Mines, for example, 
large portions of the Bureau of Land Management, are connected with 
collecting good data. We do not think  tha t the proper  thing to do is to 
move all of these entire organizations into the Federal Energy A dmin
istration. Instead , we would proper ly operate as we have proposed in 
the bill wi thout further  transfers. If  there were fu rth er t ransfers, they 
would probably be of the na ture  of liaison men, a small cadre of  liaison 
men from some part icular branch of the Department of In ter ior  to fur 
ther expedite  getting the kind of data you need and as quickly as you 
can to  serve the functions of the Office of Data  Analysis  in the Fed 
eral Energy Admin istration.

Chairman Holifield. You are aware, of course, that the basic Re
organiza tion Act has expired.

Mr. Whitaker. Yes, I am.
Chairman Holifield. One of the reasons why it has not been re

newed has been the reluc tance of the Congress to confer wide autho rity 
for reorganization at this  time upon the President.

Now, any authority  tha t might be w ritten  into th is bill would have 
to be confined to the purpose of the act, which is energy conservation 
and the administration of emergency measures, would it not?

Mr. Whitaker. That is correct. Tha t is my unders tanding.
Chairman Holifield. And  you would not be in favor of giving the 

t  President wide auth ority  to tran sfer agencies or functions for any
purpose other than the purpose of this act ?

Mr. Whitaker. No. I  think it would be very much in the limited 
area I just discussed, tha t of tran sferring fur the r people from In 
terio r to the  Federal Energy Administra tion, if we found in  the proc
ess tha t you could more effectively get the data needed more 
expeditiously.

Chairm an H olifield. Well, what would you thin k of a provision 
something like th is :

For a period of 6 months from the enactment of this act, the President shall 
have the authority to tran sfer to the Administra tor, by complying with the pro
cedures established by sections 901-913 of title 5, U.S. Code—

That is the Reorganization Act which is expired—
if he determines tha t such transf er would fur the r the accomplishment of the 
inten t and purposes of this act, any functions of any other depar tment or agency 
of the United States or of any office or organizational entity thereof which relate 
primarily to energy functions provided in this act.

Mr. W hitaker. Yes, tha t would sound like ample auth ority  to me; 
because I  th ink fully the intent ion here is, sir, to give the administ ra
tion limited authority  to  tr ansfe r areas solely connected with the bill 
tha t is before us now.

26 -7 25 0 — 74------ 5
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Mr. Goodwin. Mr. Whitaker, do you think tha t the President under this provision could transfer  any of the functions of the Environmental Protect ion Agency with respect to energy use and to  emission standards and things of tha t sort ?
Mr. W hitaker. I do not think so. No. I had better answer tha t only 

with respect to my Department. I do not offhand see a purpose of tran sferring any functions from the Environmental Protect ion Agency *to the Federal Energy Administration.
Mr. Goodwin. As f ar as you know, tha t is not contemplated.
Mr. Whitaker. Tha t is not contemplated as far  as I know, but  1 have not personally looked into the  EP A situation which you address. 

reversion prospects

Mr. Goodwin. When the FE A comes to  an end in 2 years, is there any problem from your point of view with respect to the reversion of functions to the Department of Interior under the provisions of th is bill?
Mr. Whitaker. No. What I think  is the proper course of action, if  I may suggest one, is tha t we have basically three separate pieces of 

energy-related legislation—the one we are discussing today; second, the Energy Research and Development A dmin istra tion; and third,  a Department of Energy and Natural Resources.
I think frankly passage of the  la st piece I referred to, I)EN R, during the next session, a fter  January, would certainly  be a good th ing 

for this committee to pursue. However, a real question in my mind is precisely when the Federal  Energy  Administration authori ties should lapse back to Inte rior.
The purpose of the F EA  in my mind frankly is one of quick, rapid  reaction, if  you would—crisis management by a rath er lean, high- powered organization . And I think th at  is what we need first, and tha t is, of course, why I think it has the highest prior ity.
There will be a fuzzy period, I think, about a year to 2 years from now, as to when some of those elements in the FE A might  revert back 4and be invested in a  Department of Ene rgy and Natura l Resources. Of course, in the DEN R proposal there are many elements which are not 

specifically related to energy, like the  controversies on tr ans fer of the Forest Service into the new DENR,  and NO A A into the new DEN R, *and so forth.
Mr. Goodwin. Are you at all concerned about the possibility tha t the DEN R legislation might not be enacted in 2 years ?
Mr. Whitaker. Yes, I am. I think we very much need to further integra te our na tura l resources. I  thin k there are cost savings. I  think there are tradeoffs that  are beneficial in tha t respect.
Mr. Goodwin. Thank you, Mr. Chairman.

protection of job rights

Chairman H olifield. In the reversion section of the bill, would you have any objection to the protection of the job rights of people who may be transferred? I am not talk ing about schedule C; I am talk ing about the regular people that  are in Civil Service, about protect ing thei r rights.
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Mr. Whitaker. No. The ir rights should be protected when they are 
trans ferred.

Chairman H olifield. In  other words, if th is agency should die at the 
end of 2 years, and if the DEN R were not established at tha t time, 
what I am asking is, would there he an objection to put ting  in a p ro
tection clause fo r the Civil Service people tha t might be transfe rred  
out of an old line agency in to a tem porary  agency and give them the 
right to be transfe rred back on the basis of their seniority  rights?

Mr. W hitaker. Unequivocally, I  would not want to say it, but  I see 
no problem with that. Two years  from now, I think tha t problem will 
go away if—part icularly  i t will go away if a D ENR  is established— 
DENR and ERD A are established in the interim. Then when FEA  
goes out of existence, they would revert back to the newer agencies 
which would be authorized under future legislation.

Chairman Holifield. Well, tha t is true. I was think ing of-----
Mr. Whitaker. If  they are not, i t would sound fine to revert them 

back.
Chairman H olifield. I  mean, if  a person has buil t up 15 or 20 years’ 

service, let us say in Inte rior , and his function is tra nsferre d over to 
this temporary agency, and if the functions  are transfer red back, I 
should see no reason why th e personnel should not also be trans ferre d 
back.

Mr. Whitaker. Oh, I do not ei ther, from an initial  look at it, just 
thinking  about it  now. The only point I am trying to make, if the  new 
legislation passes, there  would he no Inte rior  to tran sfe r back to ; but 
they would logically go back to the new Department of Energy and 
Natural Resources.

Chairman Holifield. Well, I am thin king  of where they are t ran s
ferred  back, whether it is the DENR or the Department of Interior.  
I am think ing about the preservation of th eir job rights.

Mr. Whitaker. Oh, indisputably those job right s would he pre
served, yes.

Chairman H olifield. Mr. St  Germain.

conservation

Mr. St Germain. In  your statement, you talk about the Office of 
Energy Conservation which was “established last spring as the  Gov
ernment's principal instrument for reducing energy demand through
out the country. Its  chief missions thus far  have been to  coordinate 
energy-saving efforts within the Federal Government itsel f; to pro
vide support and assistance for State and local energy conservation 
efforts; and create, throug h education and information programs, an 
awareness of the need for energy conservation among the general 
pub lic/'

Now, do you drive around Washington at night. Mr. Secretary,  in 
the evening ?

Mr. IVh itaker. Yes.
Mr. St Germain. Are the lights still on at Commerce, light ing the 

side of that building up ?
Mr. Whitaker. No, they are  not, after -----
Mr. St Germain. The spotlights.
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Mr. Whitaker. I have forgot ten—it is 10 or 12. Those lights have been turned off, for  example, in all of the National Capita l Park—for example, Lincoln Memorial, Washington Monument, et cetera, go off at 10 p.m. now.
Mr. St Germain. Well, the reason I asked tha t question is that  there were some constituents in Washington during the past 2 weeks, and they went home and they  said, “Gee, the Sta te capitol in Rhode Is- Aland is no longer lit. We have got a beautiful capitol. I t overlooks Providence, and you drive  in from all sections of the State. Fortunately, it is placed in the right  place. We have turned  the lights  out there;  and yet, when we came into Washington, all of the monuments are *still lit up, and the Depar tment  of Commerce and some of these others.”
You know. I  was told a long time ago you lead best by example.And it would help if Big Brother, the Federal Government, would be a little more conservative. You say they turn  the lights off at 10 or 12 around some of these buildings  other than the monuments. Why do they have to have them on at all?
Mr. W hitaker. That  is an option we are considering. It has its tradeoffs, for example, blun tly put, in terms of crime rates.
Mr. St Germain. I  apprecia te that fact, but there are a lot of people who used to have floodlights around the ir homes tha t have turned them out. They are taking a chance on the crime rate, and they are puttin g in burg lar alarm systems as an alternative.
Another th ing—I know you are very bus y; we all are—but I  get  to watch the  TV news over the weekend, particularly when I  am at home, and during the news they have commercials. Have you seen any of these that are running at the  present time ?
I have the people from the Office of Energy Conservation or whatever it is here. I wonder if they are looking a t any of these. Because here we are asked to conserve energy, and we know one of our problems is that along the way de  have just increased, you know day afte r day, hour after hour, our demand upon our resources, our energy resources.You watch television and they have got the toaster  oven they tell you <to buy—and of course, th at is a big user of electricity—and now for denture  wearers, instead of  just, putt ing it in a cup overnight , you put it in an electronic denture cleaner.
Every commercial—you know, it is Christmastime and  they want to 4

unload all of these gimmicks tha t are a fur ther drain on the energy resources of this country.
Has this particular agency of government spoken to some of  these manufacturers—some of them are major  manufacturers  with a lot of other products that are necessities of life—to determine whether or not they could stop trying to foist these really unnecessary items on the general, public?
Mr. W hitaker. We have discussions with rega rd to what  you might call overentlmsiastic advert ising which leads to fur ther energy drains.However, these are largely throu gh the Federal Trade Commission.Second, there is a voluntary labeling program going on r igh t now, a consumer program—it is voluntary so far, because it is incredibly complicated to make it m andatory, a lthough tha t is under consideration—
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to display on all sorts of appliances the actual amount of e lectricity  
tha t is being used.

Third, with the educationa l problem—for example, getting and re
peating the message to drive 50 miles an hour, to reduce your therm o
stat, et cetera—through  the Adver tising Council an ad is being pre 
pared—the film being shot last week and this  week—which we hope to 
be putting on. I t is a public service.

If  th at ad is very good, we have a volunta ry option here of the  net 
works to pick it up. Potential ly i t is worth  about $30 million in adver
tising. You may, for example, Congressman, remember the ad th at is 
running now. I think it is called Keep America Beautiful; it is the 
ad with the Indian with a tear  in his eye. I thin k that  has had some 
effect on cleaning up the environment.

We are hoping to come up with good ads. I , for example, ta lked to 
Jimm y Stewart last week. He unfortunately  became sick so he could 
not do i t ; but he was going to do an ad in a football s tadium, very cold, 
with his coat on, the bottom line of which would have been, “you know, 
if you do not cut down, you are not going to watch football games next 
year.” Another ad showed a car coming out of a tunnel, a high- 
powered car; and then it was followed by the cloppety cloppety, clop 
of a horse coming out d ragg ing a sports car wi th its hood up with no 
engine in it, again making the point.

So I think we would all agree tha t television is the most powerful 
medium. And I only give these examples to show tha t we are working 
along those lines, too.

Mr. St Germain. Incidentally, there was an article, I think in this 
morning’s paper  or yesterday's, by Sylvia Porter on labeling. I  agree 
with you, if  it were done voluntarily it would be a whole lot easier. I 
think the American people today are eager to do everything they can. 
A little h int to  them such as insisting before they buy a product th at  it 
be labeled so that the purchaser knows how much energy it is going to 
consume would help.

Mr. W hitaker. Tha t is one of the tag  lines in the Ad Council ad. 
That  is one of the tag lines being considered in the  ad I  was jus t refer
ring to—just what you said, a message to look before you buy, so to 
speak.

The dilemma is, of course, where can you save the most energy 
quickest with the shortest message, a constant adverti sing problem. 
And we are concentrating in the short term on the 50-mile-an-hour 
speed limit and the reduction of thermostats.

Mr. St Germaix. One last question, Mr. Chairman, to this same 
group on the conservation of energy. Could you, for the record, furnish 
what t heir  efforts have been with the major automobile manufacturers 
to determine what could be done to reduce substantially  the consump
tion of gasoline; in o ther words, by the automobile manufacturers at 
tempting to develop the type of automobile that  would consume less 
gasoline.

Could you furnish th at for the record ?
Mr. Whitaker. May I just summarize what we are doing very 

quickly ? I t will only take a second.
Mr. St Germaix. Certa inly.
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TAX PROPOSALS

Mr. W hitaker. We have several proposals, contract s tudies going on 
right now. These deal with questions like should there be a tax on 
horsepower;  should there be a regulato ry procedure to reduce horsepower; should there be a t ax based on miles per  gallon of a car, that  
is, should you penalize the Cadillac owner versus the Pint o owner. -Mr. St Germain. Who is going to pay the tax, sir  ?

Mr. Whitaker. Who would pay the tax ?
Mr. St Germain. Yes.
Mr. Whitaker. The consumer who buys it. In  other words, the  Cad- »iliac owner would pay more for his ca r if  he made the choice to buy a car that consumes much more gas pe r mile. Those studies are going on.
Mr. St Germain. How about a ta x on the profit of the automobile manu facturer manufac turing  th at  car with the higher horsepower and that consumes more gasoline ?
Mr. Whitaker. Well, that is a possibility, too.
Mr. St Germain. Why is it always the consumer ?
Mr. Whitaker. Because it would be a consumer choice.
Mr. St Germain. Not  a tax, sir, tha t would increase the cost of the 

automobile. That  hits  the  consumer in contrast  to a tax on the profits of tha t division of that  part icular automobile manufacturer.
Mr. Whitaker. The Office of Energy Conservation is not looking into what I presume you are  talk ing  about, a tax of tha t sort.
Mr. St Germain. Well, you jus t mentioned taxation.
Mr. Whitaker. Yes, not a taxa tion on the automobile manufacture r itself. Treasury  is looking into the possibilities like that.  I am just breaking it down.
The option you present is an option. You can tax the automobile 

manufacturer, or you can tax  the consumer for his choice to buy a 
high gas consuming car. Those are the sort of things tha t we are looking at.

Mr. St Germain. But once again , this g roup has been talk ing about 
tax options, as opposed to T reasury tha t has been talking about taxes -on the consumer rather than  taxes on the profits of the automobile manufacturer who manufactures-----

Mr. Whitaker. That is correct.
Mr. St Germain [continuing]. The automobile tha t consumes a *great deal of fuel.
Mr. Whitaker. There are several answers. A tax on the  weight of 

the car could be ei ther way, on the m anufacturer or  on the consumer.Ditto for its efficiency with regard to gasoline.
Mr. St Germain. Thank  you, Mr. Chairman.
Chairman Holifield. Thank you. Any other questions ?
Mr. Horton. I do not have any questions, Mr. Chairman. I want to thank Mr. Whitaker for being so pa tient this morning.
Mr. Whitaker. Tha t is all righ t. If  you are willing to work this 

hard on th is bill, the least I  can do is sit here and wait my turn . I appreciate your work on it.
Chairman Holifield. The Cha ir wishes to thank you also, and I 

know you understand the delay. We will now adjourn for a brief 30- 
minute lunch period. We will be back at 1 :30, and our first witness 
will be Mr. Dunlop. Our second witness will be Mr. Roger Jones.

Mr. Whitaker. Thank you, Mr. Chairman.
Chairman Holifield. The meeting is ad journed.
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[The following additional information was received regarding the 
authorities  under lying the establishment of the offices in the Depar t
ment of Interior proposed for tran sfer  to the Fede ral Energy 
Adminis tra tion:]

U.S. Department of the I nterior,
Office of the Secretary,

Washington, D.C., May  7, li ft s.

Order No. 2953

Su bjec t: Reorgan izat ion of B ureaus  and Offices
Sec. 1. Purpose . This Order outl ines  the  impleme ntat ion of the  reorganization 

* plan described  in Secre tary ’s Order 2951 da ted  F ebr uar y 6, 1973. P rov ided herein
are  brie f functio nal  desc riptions of new organiz ations crea ted,  the  tra ns fe r of 
various functions between organizations , and  the  assignment of bur eau s and
offices to Assis tan t Sec reta ries  for Secre tar ial direction and supervision.

Sec. 2. Respons ibili ties.  Assis tan t Sec reta ries  named in Secre tary’s Order 
2951 will be responsible for implement ing the provis ions of thi s Ord er a s well as 
the development  of new or revised orga niza tion  sta tem ents for  publ icat ion in 
the Depar tmental Manual. The Assis tan t Secre tary —Management  is responsible  
for the  app roval of all  reorgan izat ion ac tions m ade p urs uant to thi s Ord er as pro
vided in  101 DM.

Sec. 3. Au tho rity. This  Orde r is issued in accordance with  the  au thor ity  pro
vided by Section 2 of Reorgan ization Pla n No. 3 of 1950 ( 04 Sta t. 1262).

Sec. 4. Secreta rial  Officers. The funct ions,  authoriti es,  and resp ons ibil ities of 
all Secre tar ial officers, except the  Solicitor , have  been revised as provided in 
Sec retary ’s Ord er 2951. The following Sections and  the  ch ar t att ached to this  
Orde r del ineate  the  tra ns fer and align ment of exis ting  and new orga niza tions. 
A desc ription of each Secre tarial officer position and the  organizat ional ent itie s 
under it s ju risdic tion a re described below.

Sec. 5. Assis tan t Secretary—E nergy and Minera ls. The Assis tan t Secre tary— 
Energy and  Min eral s disch arges the  dut ies of the  Secretary  with  the  autho rity 
and direct  respo nsib ility  for prog rams associated with  energy conserv ati on ; 
energy and  mineral da ta and analy sis ; generation, transmission and marke ting  
of elec tric pow er excep t for  those func tions perfo rmed in the Burea u of Rec
lamation ; mine health, safe ty and tra ining  prog rams; topographic, geologic 
and mineral  resources mat ters ; oil and gas  activities, including impor t alloca
tions  ; energy, metallurgical and  mining research  and dev elop men t; an d emer
gency prep aredness and na tura l dis aster energy and minerals  func tions. The 
Assis tan t Secre tary—Energy and  Minerals  exerc ises Sec reta rial  direct ion  over 
the  described func tions of th e following organiz ati ons:

*> (a) Geological Sur vey .—The Geological Survey ret ain s its  pre sen t func tions
and  is tra ns fe rred  from the form er Ass ista nt Sec reta ry—Mineral Resources.

(b) Burea u of  Mines.—The  Burea u of Mines is tra nsferre d from the form er 
Assistant  Sec retary —Mineral Resources and  ret ain s its  tra dit ion al functio ns of

«. energy, metall urg ica l and  mining research  and  development , mine health and
safe ty research , and  mineral  supply. Othe r func tions related to mine health and 
safe ty are  tra ns ferre d to the  Mining Enfo rcem ent and Safe ty Admin istratio n 
described in  Section 5 (c)  below.

(c) Mining Enforceme nt and Sa fe ty  A dminis tration .—A new Mining Enforce 
ment and  Safety  Admin istration is established  and  is responsible  for  adm inis
teri ng the  Federal  Coal Mine Health  and  Safety and  the Feder al Metal and 
Nonmetallic  Mine Safe ty Act. Mine hea lth and  safe ty, assessment and com
pliance, and  educatio n and  t ra ini ng  function s are tra nsferre d to thi s office from 
the Burea u of Mines.

(d) Power Administra tions.— The Bonneville , Southwes tern, South eas tern and 
Alaska Power Adm inis trat ions ret ain  t he ir presen t funct ions and  a re tra ns ferre d 
from the former Assis tan t S ecretary—W ate r and  Pow er Resources.

(e) Office of Oil and Gas.—The Office of Oil and Gas retain s its  present 
func tions  and  is tra nsferre d from the form er Assistant  Secre tary —Mineral 
Resources.

(f)  Office o f Coal Research.— The Office of Coal Research ret ain s its  present 
func tions and  is transfer red  from  the form er Assis tan t Secre tary —Mineral 
Resources.

(g) Office of Energ y Data and Ana lysis.— A new Office of Energy Da ta and 
Analysis is esta blished  to serve as the  focal poin t in the Dep artm ent  for coordi
nat ing  func tions rela ted  to gather ing  and  ana lyzing energy data.  The Office
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develops appropriate information systems, analyses, and studies to assist ineconomic forecasting and policy decision-making. The Office a lso evaluates andreviews energy data-ga thering  programs and functions performed in the bureausand offices reporting to the Assistant Secretary—Energy and Minerals.(h) Ofpcc of Research and Development.—A new Office of Research andDevelopment is established to coordinate energy and minerals  research and development activities. The Office sets prioritie s and formulates research and development budgets, oversees development of new research and development programs, and evaluates the progress and results  of all research and development conducted or sponsored by the Department. The Office adminis ters a Central  Energy 1* und and directs the underground electric power transmission research program which is transfer red  to this office from the former Assistant Secretary—Water and Power Resources. w(i) Ofpcc of Energy Conservation.—A new Office of Energy Conservation is established to promote efficiencies in the use and development of energy resources; to coordinate all Federal Energy Conservation progr ams; to conduct research on methods of improving the efficiency of energy usa ge; to promote consumer awareness of the need for energy conservation; and to develop contingency plans for nationwide power, fuel and mineral resources emergencies caused by natu ral disasters, civil defense emergencies or other interrupt ions of the Nation’s energy and minera l supplies. The activities  associated with the emergency minerals and emergency solid fuels functions are trans ferred to th is office from the former Assis tant Secretary—Mineral Resources. The Defense Electric  Power Adminis tration is trans ferred to this office from the former Assistan t Secretary—Water and Power Resources.Sec. 6 Assis tant Secretary—Land and Water Resources. The Assistant  Secretary —Land and Water Resources discharges the duties of the Secretary with the authority and direct responsibility  for programs associated with land use and wate r planning; public land management; construction and operation of multi-purpose dams and wate r distribution fac ilit ies ; marketing of water  and specified Bureau of Reclamation hydroelectric power pro jec ts; conversion of saline water and water  resources research; and emergency preparedness water resources functions. The Assistant Secretary—Land and Wate r Resources exercises Secretarial di rection over the following organizations :(a) Bureau of Land Management.—The B ureau of Land Management retains its presen t functions and is transfer red from the former Assistant Secretary—Public Land Management.
(b) Bureau of Reclamation.—The Bureau of Reclamation reta ins its present functions and is transferred from the former Assistan t Secreta ry—Water and Power Resources.
(c) Ofpcc of Land Use and Water Planning.—A new Office of Land Use andWater Planning is established to be responsible for policy development and 4interagency coordination on use of public land and water  resources, liaison withthe Water Resources Council, coordination of River Basin Commission activi tiesand interagency coordination with State  and other  Federal land use and waterplanning agencies. The Office of Regional Planning, under the former Assistant .Secretary—Program Policy, is abolished and i ts functions ar e trans ferred to thisoffice.
(d) Ofpcc of Saline Water.—The Office of Saline Water retains its present functions and is transferred from the former Assistan t Secreta ry—Water and Power Resources.
(e) Ofpcc of Water Resources Research.—The Office of Wate r Resources Research reta ins its present functions and is transferred from the former Assistant Secretary—Water and Power Resources.Sec. 7 Assistant Secretary—Fish and Wildlife and Parks. The Assistant Secretary—Fish and Wildlife and Parks discharges the duties of the Secretary with the authority  and direct responsibility for programs associated with the development, conservation, and utilizat ion of fish, wildlife, recreation, historical, and national park system resources of the  Nation. The Assistant  Secretary—Fish and Wildlife and Parks exercises Secretar ial directions over the following organizations:
(a) National Park Service.—The National Park Service retains its present functions.
(b) Bureau of Sport Fisheries and Wildlife.—The Bureau of Sport Fisheries and Wildlife re tains its  present functions.(c) The Bureau of Outdoor Recreation.—The Bureau of Outdoor Recreation retains its present functions and is trans ferred from the jurisdiction of the former Ass istant Secretary—Program Policy.
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Sec. 8. Ass ista nt Sec retary —Congressional and Publ ic Affa irs. The  Assis tan t 
Sec reta ry—Congressional and Public Affai rs discharges the  dut ies of the  Sec
retar y with  the  au thor ity  and  direct  responsibil ity for  programs associated 
with legis lative and  Congressional liaison ac tiv iti es ; public  info rma tion  and 
communications mat te rs ; and the Depar tment ’s Johnny  Horizon program. The 
Offices of Congressional Liaison,  Communications, and  Legislation and  the  John
ny Horizon Prog ram Office a re  tra nsfer red  to the  jur isd ict ion  of the Assist ant

A  Sec reta ry—Congressional a nd  Publ ic Affair s.
Sec. 9. Assis tan t Sec retary —Management. The Assis tan t Secreta ry—Manage

ment  discharges the  dutie s of the Secreta ry with the  a utho rity and direct  respon
sibi lity  for the func tions carried  out  by the  form er Assis tan t Sec reta ry—Man
agem ent and Budget through the Offices of Management Consulting, Manage-

* men t Opera tions, Survey and Review, Organization and  Personne l Management,  
Lib rary Services, Secre tar ial  Operat ions, Manpower Train ing  and Youth Activ i
ties, Interna tio na l Activ ities , and  Accounting Managem ent Policy. The Office of 
Budget assigned to the  former Assist ant  Sec reta ry—Management and  Budget 
is tra nsfer red  to the Assis tan t Sec reta ry—Program Development and  Budget 
as described in Section 10.

Sec. 10 Assis tan t Sec retary —Program Deve lopment and Budget. The As
sis tant  Secreta ry—Prog ram  Development and  Budget discharges the dut ies of 
the  Secretary  with  the au thor ity  and direct responsibility for the  function s ca r
ried  out by the form er As sis tan t Sec reta ry—Program Policy through the  Offices 
of Env ironmental Pro jec t Review, Policy Analysis, Economic Analysis, and 
Budget.  The Office of Budget i s transfe rre d from the form er A ssistant Sec reta ry— 
Management and Budget.

Sec. 11 Solicito r. The autho riti es,  func tions and  responsibilit ies of the  Solici
to r rem ain unchanged.

Sec. 12 Commissioner of Ind ian  Affa irs.  As provided for  in Sec retary ’s Order 
2951, the  Commiss ioner of Ind ian  Affai rs reports directly  to the Secreta ry and 
directs the act ivi ties  of the  B ureau of Ind ian  Affairs.

Sec. 13 Other Secre tarial Offices.
(a ) Office of Hearings  and Appeals .—The Office of Hearing and  Appeals re

tains its present func tions, responsib ilitie s and organizat ional placement .
(b) Office of Territo rial Affa irs.—As provided for  in Sec retary ’s Order 2951, 

the  Director, Office of Te rr ito ria l Affairs , repo rts  directly to  the  Se creta ry.
(c) Office for E qual O pportun ity.— The Office for Equal Opportun ity ret ain s i ts 

pre sen t funct ions, responsibil ities and org anizat ional p lacement.
(d)  The Office of the  Scien ce Adviser.— The Office of the  Science Adviser re

tains its  present functions  an d responsib ilities.
Sec. 14 Secretarial D elegations o f Au thority .
(a ) Broad  delegations of the  Sec reta ry's  autho rity have been made to the

* Assistant  Secreta ries  by 210 DM 1.2, and  such delegations are not affected by the 
provis ions of this  Order. All other delegatio ns of autho rity  in effect preced ing 
the  d ate  of this Order rem ain  in effect to the  extent they a re  compat ible with  the 
organ izations, function s and responsibi lities  provided in this Order.

a  (b) Delega tions of au thor ity  which have been affected by tra ns fe r of pro
gram  responsibil ity or abolishm ent of positions are reass igned to the  head of 
the bure au or office to which  the  prog ram responsib ility is tra nsferre d by this  
Order. Such officials are responsible  for immediate ly ini tia tin g action for  ap 
pro priate  amendments to the  Sec reta ry's  delegations  of autho rity provided in 
the  200 Series of the Depar tmental Manual. The  Assis tan t Secreta ry—Manage
ment, in cooperation with  the  Solicitor, is responsible for the timely  conversion 
and  rev ision of affected S ecr eta ry's  delegations of a uth ori ty.

Sec. 15 Adminis tra tive Provisions .
(a ) The Assistant  Secre tary—Management and the  Ass istant Sec reta ry— 

Program Development and Budget will tak e appro priate  actions to accomplish 
the  tra ns fer of personnel, funds , and proper ty to implement  the  provisions of 
thi s Order.

(b) Detai led organizat ion  sta tem ents providing for the reassignm ent of all 
func tions affected by th is Order  will be prepa red  and publi shed in the DM with in 
a 90-day tran siti on period beginning with  the  effective date of  this Order.

(c) Employees of bur eau s and offices whose func tions are  reass igned  from the 
bureau  or offices in which they are  employed are to be d eta iled  to the  bureau  or 
office to which the  functio ns are  assigned by thi s Order dur ing  the  90-day 
trans ition  period.

Sec. 16 Effecti ve Date. This  Order is effective immediately .
Rogers C. B. Morton, 
Secreta ry of the Inter ior.

Attac hment.
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U.S. Department of the I nterior,
Washington, D.C., May 6,19^6 .

Order No. 2193

Su bjec t: Establ ishing  an Oil and  Gas Division
Pursu an t to the Pre sid ent's le tte r of May 3, 1946, to the  Sec reta ry of the  

Interior,  the re is hereby estab lished in the  Depar tme nt of the In ter ior an Oil 
and  Gas Division unde r th e immedia te ch arge  of a D irecto r.

The Oil and Gas Divis ion with a view to the  conservation  of the  oil and  gas 
resources of the  Nat ion and  the  achievement of petroleum secur ity, sh a ll :

1. Assis t the Sec retary  in the  execu tion of the  Pre sident 's ins tructio ns to :
(a)  Coordinate  and unify policy and  adm ini str ation  in respect to the  func

tions  and act ivit ies rel ative  to  oil and gas car ried on by the  several dep artments  
and agencies of the  Federal  Gove rnm ent ;

(b) Serve as the  chan nel of communicat ion between the Federal Government 
and  the petro leum industry ;

(c) Serve as liaison agency of the  Fed era l Government  in its rela tion s with  
the  appropria te Sta te oil an d gas  bodies ; and

(d)  Review technological developments in the  field of p etroleum and  s ynthet ic 
hydrocarbon fuels  and coordinate Fed era l policy with resjiect there to.

2. Obtain  and analyze  info rmation as to oil and  gas ma tte rs in which the 
Federal  Government has a proper int ere st and, in thi s connection, serve  as the  
cen tra l Federal  and  clearin g house for  sta tis tics, techn ical data, and other in
form ation rela ting to  oil and gas.

3. Keep the S ecretary informed with  re spect to the  adequacy and availabi lity  of 
supplies of petroleum and its  products  to meet the cu rre nt and fu tur e needs of 
the  Nation, and  with respect to signif icant  developments  in the  petroleum field, 
and make recommendations with respect the reto.

4. Develop proposals looking to the  ce ntralizat ion  of F ede ral  func tions and  ac
tivi ties  relating to oil and gas in keeping  with the  Pre sident 's lett er.

5. Coordinate  all oil and  gas policies and act ivi ties in the Departm ent of 
the  In teri or.

Pu rsu an t to the  Executive Order  of May 3, 1946, term ina ting the  Petroleum 
Adm inis trat ion for  War. the  personnel,  records , proper ty and fund s of the  Ad
min istr atio n are tra ns ferre d to the  Oil and Gas Division, which Division shall 
proceed to wind up and liquida te the affai rs of the  Adminis traton.

Upon the issuance of an  Executive  orde r amending Executiv e Order No. 7756, 
dated December 1, 1937, and  the  regulat ions and  amendments, approved Oc
tober 27, 1942. for  the  adminis tra tion and enforcement of the act of Fe bru
ary  22, 1935. as amended, “to designate the  Oil and Gas Division in lieu of the  
Petroleum Conservat ion Division, the Oil and  Gas Division shall  assume all the  
autho rity  and dut ies of the Petroleum Conservation Division, funds,  personnel, 
equipment  and  records of the  Petroleum Conservation Division shall be tran s
fer red  to the  Oil and Gas Division, and t he  Petroleum Conservation Division, sha ll 
cease to exis t.”

This  Order sha ll be effective immediately,
J. A. Krug,

Secretary of the  Inte rior.

Orde r No. 2602

U.S. Department of the  Interior.
Wash ington . D.C., December 1,1950.  

Su bjec t: Ass istant Secre tary  for Mineral Resources
Sec. 1 Resp onsibilit ies.  The Assist ant  Sec reta ry for  Mineral Resources shall  

within  the  lim its of the autho rity delegated to him by Order No. 2509. as 
amended, discharge the  dut ies  and perform the func tions of the  Secreta ry of 
the  Inter ior  in the  field of the  development and  uti lization  of min eral s and 
fuels  and exercise Secre tar ial direc tion and  supervision over the Bureau of 
Mines and  the  Geological Survey.

Sec. 2 Office of the Assis tan t Secretary for Mineral Resources,  (a ) Estab lish 
ment.—There is esta blished  an Office of the  Assist ant  Sec reta ry for Mineral 
Resources.  This  Office, in  add ition to the  immediate  Office of the Assistant  Secre
tary, shall  consist of th e Mine rals and Fue ls Division, the Division of Geography,  
and  the  Oil and  Gas Division.



(b) Minerals and Fuels  Division.—The  Mine rals and  Fue ls Divis ion shall  
advise the  Assis tan t Secretary  for  Mine ral Resources on the  development, co
ordination , and  management of programs for  his a re a ; sha ll review, evalu ate, 
and  make recommendations on the development and  uti lization of mineral s and 
fue ls; and shall assis t the Ass istant Secre lary  in supe rvis ing and  coordina ting 
the  execution of these programs by the  b ure aus  a nd oth er agencies. The Division 
sha ll perfo rm the  following functions :

(1) Program Development.—Recommend and  provide ass istance  in esta blish
ing general sta ndard s and policies to guide the  bur eau s and  other agencies in 
the  min eral  resources are a in program development, review and pre par e recom
mendations on long-range and ann ual  pro grams of the Bureaus for consistency 
inte rna lly  with thei r various prog rams and for  consis tency  ext ern ally with the 
prog rams of the wa ter  and power and the public  land managem ent ar ea s;  pa r
tic ipa te with  the  Program  Staff in the development of the over-all dep artm ental 
prog ram in so fa r as it affects the  man agemen t of min era l res ource s; and 
recommend a legis lative and  bud geta ry program to achieve mineral  resources 
program objectives.

(2) Program Management.—Review and pre pare recommenda tions on exi st
ing and proposed policies and proc edures for  the  management of min era l re
sources ; provide advice and ass istance  to the  bureau s and  other agenc ies in the 
min eral  resources are a on program man agemen t problems inclu ding  the  sta nd
ard s and procedures to follow, the  means of effecting coordina tion both inside  
and  outside the mineral resources area, and oth er aspe cts of program op era tio ns ; 
exercise sta ff supervision over the programs of the bur eau s and oth er agencies 
in the  mine ral resources a re a ; and  establ ish  and  supervise  the  operatio n of a 
program report ing  system, review per form ance and progress made, and ini tia te 
and  supervise program adjus tment s to achieve min eral  resou rces objectives.

Sec. 3 Tra nsfer of Funct ions.  Except with respe ct to the  performance  of func
tions  rela ting to the adm inistration and  enforcem ent of the  Act of Febru ary  22, 
1935 as amended (15 U.S.C. 1946 ed., secs. 715-715k) and except  wi th respect 
to the performance  of func tions rela ting to the  operat ions of t he  Bur eau  of Mines, 
the  Geological Survey, and the  functions of the  Burea u of Land  Management 
and Bureau of Ind ian  Affairs respectin g the leas ing of m inerals lands, the  func
tions of the  Oil and  Gas Division, prov ided  for  in Order No. 2193, sha ll be per
formed by the Petro leum  Adminis trat ion fo r Defense. The personnel, files, records, 
papers, and  equipment  of the Oil and Gas Division, except these required in the 
adminis tra tion of the  Act of Febru ary  22, 1935 a nd in the  a dm inistration of the 
add itional  func tions referre d to above, ar e tra ns ferre d to the  Petroleum Admin
ist rat ion  for  Defense.

(Sec. 2, Reorgan izat ion Plan No. 3 of 1950, 15 F.R. 3174; 5 U.S.C., 1946 ed., 
sec. 22.)

Oscar L. Chapman, 
Secreta ry of the  Interior.

U.S. Department of the  Interior,
Office of the  Secretary, 

Washington, D.C., November 6,1973.
Order No. 2956

Su bjec t: Office of Petroleum Allocation
Section 1. By vir tue  of the  au tho rity provided  by Section 2 of Reorgan ization 

Plan No. 3 of 1950 ( 64 Stat . 1262), there is hereby created  an office und er the 
Office of the Secreta ry to be known as  the Office of Petroleum Allocation. This 
Office shall  be und er the supervis ion, managemen t and direc tion of an Adminis
trat or  to be appoin ted by the Secreta ry of th e Inte rior.

Section 2. The autho rity  with respect to petroleum prod ucts  und er Section 
203 (a) (3) of the  Economic Stabili zat ion  Act of 1970. as added by Section 2(b ) 
of the  Economic Stab ilization Act Amendments of 1973, delegated to the  Secre
tar y of the  In terio r by the Director, Ene rgy  Policy  Office, by notice published 
in the  Fed era l Reg iste r on October 24, 1973 ( 38 Fed era l Regis ter 29379), is 
hereby rede lega ted to the  Adm inis trat ion, Office of Petro leum  Allocation, and  all 
previous rede lega tions of this autho rity by the  Sec reta ry are hereby with draw n. 
This  rede legation to the  Admin istrator. Office of  Petroleum Allocation, includes 
the redelegation of the  power and duty to make  the  det erm ination s and take 
the actions  r equ ired  o r permitted by the  Economic Stab ilization Act, as amended, 
and the power to redelegate any a utho rity ther eunder .
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Section 3. Subject to the  limitat ion  in 200 DM 1.4, the  Adm inis trator, Office 
of Petroleum Allocation, is author ized  to issue amendments  of and add itions 
to the  mater ial publishe d in the  Code of Fed era l Regulat ions und er Tit le 32A, 
Chapter XIII . Rogers C. B. Morton, 

Secretary of the Interior.

[Whereupon, the hear ing in the above-entitled mat ter recessed for 
lunch at 1 p.m., to be reconvened th e same day at 1:30 p.m.]

AFTERNOON SESSION

Chairman Holifield. The committee will be in order.
We have as our first witnsss this  afternoon, Dr. John T. Dunlop, 

Director of  the Cost of Living Council.
Would you please introduce your  associates to the committee, and 

then proceed with your statement.

STATEMENT OF JOHN T. DUNLOP, DIRECTOR, COST OF LIVING

COUNCIL; ACCOMPANIED BY JAMES McLANE, DEPUTY DIREC

TOR; AND CHARLES OWENS, HEAD, ENERGY DIVISION

Mr. Dunlop. Yes, Mr. Chairman.
I talked with you earlier , and regret  tha t by arrangement T must 

leave a t 2:45, that I will therefore only briefly summarize the state
ment. On my left is Mr. McLane, who is the  Deputy Direc tor of the 
Cost of Liv ing C ouncil; and on my r ight , Mr. Owens, who is the head 
of the Energy Division of the Cost of Living Council staff.

PRICING AND ALLOCATING CLOSELY CONNECTED

The statement, that  I believe has been distributed  to the members 
of the committee, perhaps can be high lighted w ith the fo llowing major 
points. From the very outset those of us on the Cost o f Living staff 
have taken the view tha t if  allocation au thority  were to be exercised by 
an agency or when tha t autho rity was clearly available, t ha t the  price 
authority  and the price decisions ought to be closely correlated  in the 
same agency both fro m a policymaking level, and from an adminis tra
tive level. We have urged  tha t mat ter for some months, and we are 
happy to see it now possible to have these two authorities  closely 
correlated in the same agency.

The statement, Mr. Chairman, then goes on to summarize briefly 
the present structure of petroleum pricing regulations and the ex
hibits  at the back are designed to summarize those in a little  more 
detail.

PETROLEUM PRICE CONTROLS

It  might be useful to conceive of our price regulations  in the 
petroleum field as consisting of four  general bands, four places where 
we have in stitu ted controls. The first of those is at  the produce level, 
the price of crude oil. The second is at the refinery level: the thi rd,  the 
reseller level ; and finally, the  retail level.

At the crude level, our regulations in general provide for a May 15, 
1973, price of domestic crude plus 35 cents. I t was our intention that  
tha t level of prices would be period ically reviewed, and perhaps ad-
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justed upward as the general level o f prices of crude oil rose in the 
world.

At the p resent time as exhibit 2 at the  back makes clear, you may see 
there the sketch of  a barre l of oil. You will see that  76 percent of  the 
domestic crude production is under the ceil ing which I  have jus t speci
fied. Twenty-four percent of the domestically  produced crude oil a t the 
present time is free to seek its own leve l; tha t 24 percent figure, as you *
will note, derives in par t from the fact  th at the Congress recently, in 
the amendments to the Alaska pipeline  legislation, provided tha t 
strip per  wells, tha t is wells producing less tha n—or 10 barre ls o r less 
a day—woud be free of our controls. *

Earlie r in the year, Mr. Chairman, in order  to stimulate the out
put of the domestic oil industry, we had  provided an incentive price 
system, so tha t if a producer produced say, 1 barrel more of domestic 
crude in 1973 over 1972, tha t addit ional  barrel plus 1 barrel of old oil 
would be free to seek its own price level; thereby providing an incen
tive for the expansion of domestic crude production.

So as of this point, 24 percent of the domestic crude is no t subject to the rule I mentioned earlier.
Chairman H olifield. How much did you say ?
Mr. Dunlop. Approx imately  24 percent of the domestic crude pro

duction, and 76 percent of it is subject to the rule of the May 15,
1973, price plus 35 cents a barrel.

Chairman Holifield. Well, now, does not that bonus for new pro
duction—is that the 76 percent or is th at  the 24 percent ?

Mr. Dunlop. That  is in the 24 percent, Mr. Chairman.
Chairman H oltfield. That is under the  title of new oil ?
Mr. Dunlop. Yes, sir.
So tha t briefly is the rule, our present rule, with respect to the producer level.
At the refinery level, our controls in principle, simply stated, pro

vide for th e May 15, 1973, prices subject to a profit  margin limitation 
tha t is applied  to all companies, with a proviso, however, th at they 
may pass th rough to resellers and on to  retail the added cost, dollar- *
for-dollar, of imported crude, or the higher-priced domestic crude or product.

The purpose of  that regulation ea rlier  in the year was to provide no 4limit on the  import of domestic crude—or foreign crude—at higher 
world prices, but at the same time not to afford an opportuni ty for 
the companies to  make an added profit  on th at larger volume of im
ports. Dollar -for-d ollar pass through  has been our rule from the outset, Mr. Chairman.

Chairman Holifield. So the imported oil, this increase from $3 a 
barrel  to $7 a barrel , as has  occurred in some of the Middle Eastern 
oil imports, that is passed through to the consumer on a dollar-for- dollar  basis ?

Mr. Dunlop. Yes, tha t is correct, Mr. Chairman.
Chairman H olifield. No exorbitant prof its allowed on that?
Mr. Dunlop. That  is correct, and may be passed through, Mr. C hair 

man, just once a month, as specified in our regulation.
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OIL  COMP AN Y PRO FITS

Chairman Holifield. Now, on these chart s tha t—in the economic 
stabilization program, which you are no doubt familiar  with-----

Mr. Dunlop. Yes.
Chairman Holifield. It  shows that  the five major in ternat ionals  are 

up 67 percent. Exxon is up 81 percent; Gulf, 91 percent ; Mobil, 64 per 
cent;  Stan dard  Oil Corp., 51 percent; and Texaco, 48 percent. As I 
unders tand, tha t is earnings.

Mr. Dunlop. Yes, sir.
Chairm an Holifield. Th at is an increase in earnings.
Mr. Dunlop. Those are the figures of increases in thei r earnings  in 

1973, third  quarte r over-----
Mr. St Germain. Excuse me.
The ir earnings or profits, Mr. Chairman ?
Chairm an Holifield. Are they gross earnings  or net profit?
Mr. St Germain. Those are  increases in net profits, are  they  not ?
Mr. D unlop. Earnings.
Mr. McLane. Net earnings. It  is the same thing.
Chairman Holifield. I t says profits in the caption at the top, and 

then i t says increase in earnings.
Mr. McLane. Absolutely. There is a difference, of course, between 

sales or revenues and earnings or profits. We are using the term 
earnings and profits interchangeably here.

Mr. St Germain. In  other words, is this afte r taxes ?
Mr. McLane. This  is afte r taxes.
Mr. St Germain. But the profit—in other  words, earning and 

profit—you are using synonoymously ?
Mr. McLane. Synonymously, yes, sir.
Mr. Dunlop. Those figures you were ci ting, Mr. Chairman, are the 

increases in the thir d quarter  1973 over the thi rd qua rter  1972, and in 
the char ts tha t you are looking at, which I  do not thin k we brought 
copies—they are not in the testimony, although we will be happy to 
furni sh this same chart for all members of the committee—shows 
both the return on equity and the return on assets for 1972, 1973, the 
second quarter , and fo r the 5 years, 1968 to 1972.

[The chart  refe rred to follo ws:]
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OIL COMPANY PROFITS

•  60 % increase in earnings in industry 1973 (I II  Quarter) 
over 1972 (I II  Quarter)

• Adjus ted net income of  major oi, companies up 
about $1 bil lion  since 1972 low  point

• Five major internationals up 67% (Exxon up 81%; 
Gu lf 91%; Mobil 64%; Standard Oil-Califo rnia 
51%; Texaco 48%)

• Domestic smaller increase -  38% (ARCO up 16%; 
Continental 38 %; Cities Service 60%; Phillips 43%)

• Over 5 year period (1968-72) earnings increases 
abou t the same as all manufacturing

•  Return to equ ity
5 years

• Petroleum refin ing and related 1972 19 73 H 1968-72
industries 8.7% 10.8% 10.8%

• Al l manufacturing 10.6% 14.0% 10.6%
•  Return to  assets

• Petroleum refin ing and related
industries 5.2% 6.5% 6.6%

• Al l manufacturing 5.5% 7.4% 5.6%

Mr. D unlop. Now, if I migh t just briefly go on, a t the reseller and 
retail level, our  price regulations provide for the price to be tha t of 
the May 15, 1973, level plus again the dollar -for-d ollar pass-through 
of product cost of the  resellers and the retaile rs on a one-to-one basis.

Those briefly. Mr. Chairman, are the present Cost of  Livin g Council 
pricing  regulations  th at have been placed into effect, were placed into 
effect start ing  in August, and have been revised from time to time since 
tha t date.

Now, the statement at page 6 goes on to describe, which I will not 
take a g reat deal of time to summarize, the compliance and exceptions 
provisions tha t are available in the Cost of L iving Council to deal with 
the petroleum area. We have announced again today certain sweeps 
and actions by the Internal  Revenue Service in connection with possi
ble violations at  truck stops of the ceiling prices.

REC EN T PR IC E  ACTI ON

The statement speaks in general, otherwise, for itself. Perhaps I 
should have commented on one mat ter—a recent action by the Cost of 
Living  Council going back to the refinery level. Las t week, the Cost of
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Living  Council, in order  to encourage the refiners to produce more 
distilla te and re latively  less gasoline, permitted an increase in the price  
of distillates  by 2 cents and decreased the pr ice that  the refiners could 
charge for gasoline by 1 cent in order  to shift the production  of our 
refineries in the country in the direction of the much needed distilla tes.

We combined those two price actions because by such a combination 
it was our v iew tha t the  net effect upon the profits of the oil companies 
would be to prevent any  windfall profits. Had  we, for example, simply 
increased the price of distillates by 3 cents, we felt th at that would have 
lead to a very substantia l increase in those profits. This  way of doing 
it averaged out withou t any increase.

The proposals in the legislation before you, as they affect the Cost 
of L iving Council and its staff, as you know, would be to transfer to 
the Federal Energy Administra tion the present energy organization 
within the Cost of Living staff. And I ask Mr. McLane, if  he would, 
with your permission, Mr. Chairman, to say jus t a word about that 
staff and its t ransfe r as we envision it.

And then we will be prepared to answer you r’s or other questions, 
Mr. Chairman.

Chairman Holifield. All right.

transfer of energy division

Mr. McLane. Thank you, Mr. Chairman.
On exhibit 3, you will see an organization cha rt of  the Cost of  L iv

ing Council. Noted there  is the Office of Price Stabilization, down at 
the bottom, one of our principal line operating  offices. On exhibit  4, 
you will then see the organization chart of the Office of Price  Stabiliza
tion, and you will see an Energy Division in th is office.

Chairman Holifield. Over to the left side ?
Mr. McLane. Yes.
Chairman H olifield. T hat is a function th at will be transferred?
Mr. McLane. Yes, Mr. Chairman.
Chairman Holifield. The line with its personnel, such personnel 

as the Administra tor decides should go over?
Mr. McLane. Yes.
Chairman Holifield. And such addi tions to tha t personnel as he is 

permi tted to make ?
Mr. McLane. Yes.
Chairman H olifield. I understand you have about 46 people in  the 

Administra tion now, in that  division now ?
Air. McLane. Th at is correct, Mr. Chairman.
Chairman H olifield. And you plan to hire several more? Seven or 

eight more?
Mr. McLane. Our  intention  is to tran sfe r 55 positions, including 

those 46 and a few additional positions which are currently assigned 
to other  par ts of the  Cost of  Living  Council on energy related matters, 
part icularly  in the area of exceptions.

Chairman Holifield. All right.
All the rest of your divisions remain just  where they are?
Mr. McLane. Exactly.
Chairman Holifield. Now, how many do they represent?
Air. McLane. They represent about 900 people. Taking out 55, you 

are down to 845 remaining in the Council.

2 6 -7 25  0  - 74  - 6
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Chairman H olifield. Is that  in Washington only ?
Mr. McLane. That is in Washington. There also are 2,800 Inte rnal  

Revenue Service agents in Washington and in 29 key dist rict offices 
tha t are assigned to  stabilization activities full time.

Chairman Holifield. And they  a ll stay right where they are?
Mr. McLane. They do, Mr. Chairman.
Chairman Holifield. All righ t.
What is the sta tutory authority  for  your functions ?
Mr. McLane. The Economic Stabilization Act of 1970, as amended.
Chairman Holifield. Will there  be any change in your statutory 

authority  by this reorganization ?
Mr. McLane. No, Mr. Chai rman. We do not expect there to be any 

change.
Chairman Holifield. What happens  to your regulations on price 

control, of energy I am speaking now ?
Mr. McLane. Our regulat ions as they apply to energy will be under 

the jurisdiction  of the Adm inis trato r of this new Administration. 
They would be reissued in accord with the provisions of the Emer
gency Petroleum Allocation Act in conjunction with the allocation 
regulations  on or before December 12.

Our intention is to simply reissue the  regulations th at  are  in  effect.
Chairman Holifield. The pa rt tha t I had hoped to establish, it is 

my understanding of the bill t ha t this does not  change your statutory 
functions. You go ahead under your basic Economic Stabilization 
Act, and such other acts tha t pertain to your function. And this is 
merely a t ran sfe r of an  o rganization with the personnel, and records 
and so forth, in the Energy  Division.

Can you affirm that  ?
Mr. McLane. T hat is correct, Mr. Chairm an; entirely correct. Only 

the energy pricing functions and responsibilities are transfer red to 
the new agency.

Chairman Holifield. Proceed.
Mr. F uqua. Mr. Chairman, jus t one brief  question along those lines.
Chairman H olifield. Mr. Fuqua.
Mr. F uqua. We have the block Minerals and Chemical Division. 

How about the petrochemical industry and some of those tha t are 
related to energy?

Mr. McLane. No, the petrochemical indus try would remain with 
the Cost of Livin g Council. Of course, energy has ramifications in 
many, many industries. As we have in the past, we will continue to 
work very, very closely with Mr. Simon and h is associates on matters 
related to energy.

Mr. F uqua. So there will be some overlap continued between the 
Cost of Living  Council and the new Fede ral Energy Agency?

Mr. McLane. Yes. However, our major function tha t is related 
specially to energy is represented by the Energy Division, and tha t 
will go in its entirety to the  Federal Energy Admin istration.

Mr. Fuqua. Thank you, Mr. Chairman.
Chairman H olifield. Proceed with your statement.
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FEA  AND  CLC COORDINATION

Mr. Dunlop. I think,  Mr. Chairm an, tha t is all except to draw one 
or two points in conclusion. Mr. Simon has worked closely with the 
Cost of Living  Council staff and myself, from very ear ly in th is year 
on energy matters. We meet with him every morning at 8 o'clock or

,  a lit tle before for a time, and have al l year long.
I do not envisage any serious problems of coordination. I agree 

with the remarks made just a moment ago, th at there are a number 
of points which abut energy and other areas. But  I am sure that by

• coordination and conversation those can be worked out in a mutual 
way, since we have established a very good working relationship.

Therefore , since I have from the beginning been of the  view t ha t 
the allocation autho rity and pric ing autho rity ought to be together, 
tha t in a  sense allocation is, by administration, in p art  a substitute for 
allocation by price; and allocation by price is necessarily in part , a 
substitu te for allocation by admin istra tion; it seems to me those two 
ways of  dealing with this important range of questions ought to be 
in one place and not split. And tha t is the basic reason, since for 
some months  I have favored this  sort of fundamental action you are 
talking about.

Thank you, Mr. Chairman. We stand ready to answer questions.
Chairman Holifield. The Chair notes t ha t an agreement was made 

to release Mr. Dunlop at 2 :45 o’clock for a previous engagement. Is 
tha t right?

Mr. Dunlop. Yes, and my colleagues. We have-----
Chairman Holifield. Your colleagues have to go with you ?
Mr. Dunlop. Yes.
Chairman Holifield. Now, if it is necessary to bring you back for 

any reason, will you come back ?
Mr. Dunlop. Yes, sir.
Chairman H olifield. All righ t.
Mr. Rosenthal.

„ Mr. R osenthal. Thank you very much, Mr. Chairman.
Dr. Dunlop, it has been reported in the press tha t 20 major oil com

panies own or control 95 percent of the natural energy resources in 
the United  States. Is tha t essentially correct, tha t statement?

* Mr. Dunlop. I do not know.
Mr. Rosenthal. Well, do you have any judgment at all what per

centage of the natural resources of the United States are controlled  or 
owned by at least the 18 or 20 major oil companies?

Mr. Dunlop. Well. I would be glad to  look into it, but I  do not know 
offhand. Why I am having difficulty with your question, I think, is 
par tly  the definition of energy. Fo r example, powerplants. Does this 
intend to include powerplants, coal reserves, shale, natu ral gas?
Are all of those to be included w ithin the purview of your use of the 

word “energy” ? If  so, I would be surprised, but I do not know.
Mr. R osenthal. Could you, at  least, conduct a p reliminary  investi

gation and get it  to us within a reasonable period of time, wi thin what
ever definition tha t you consider relevant?

Mr. Dunlop. Well, I would be glad to do what we can. Th at is rea lly 
a li ttle  beyond our normal responsibi lity, but if it would sui t you, sir, 
we will try  to get you the information.
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AVAILABILITY OF INFORMATION

Mr. Rosenthal. Well, the  point I am getting to, if tha t statement 
is essentially correct or reasonably close to correct, and I have heard it 
reported so, at least it makes me wonder about it.

I wonder if we ought to include in this  bill some more extensive 
authority for economic investigation  simila r to Federal Trade Com
mission investigations. In other wrnrds, if the  public is prevented from 
a legitimate disposal of these energy resources by controlled private 
enterprise operations, then one way to make those resources available 
would be to break up or—in an extreme case—to nationalize  these 
organizations.

I think  tha t would be an element tha t the new F EA  ought to be 
interested in.

Mr. Dunlop. Well, Mr. Rosenthal , I  would have thought tha t—it is 
really more appropriate tha t you ask th at question of Mr. Simon than 
of me. In  administering the Stabi lization Act, I can say, I think 
trut hfu lly,  tha t in the year tha t I have been associated with the en
deavor, I do not recall any serious difficulty in securing from the 
companies, or the unions for that  matter, which are within our juri s
diction, any relevant economic information tha t we want.

Now, if this same author ity is t ransfer red  to Mr. Simon, I would 
have thought t hat  any relevant economic information which he wanted, 
he could also receive. But I think it more appropria te, since this  au
thor ity is to be t ransferred to him, for him to respond to tha t than 
for me.

We have had no trouble getting data .
Mr. Rosenthal. I think t ha t is a fa ir comment, but what intrigues 

me, or makes me persistent is tha t in the Congressional Record of 
December 4, Senator  Jackson, when he introduced a related bill, S. 
2776, in the submission of background materia l under mode of opera
tions, had this to sa y:

There is a strong and widely recognized need for management and credible 
data and stati stics  regarding energy supplies and consumption, both domestic 
and world-wide. Most of this information has in the past been obtained on a 
voluntary basis, while maximum cooperation is required for ind ustry ; for much 
of their data  it is imperative that statutory authority  exist to obtain whatever 
information may be required.

And thus, I  conclude that if this is an area of legitimate concern, 
perhaps  ive should include in this bill the necessary statuto ry au thority 
for procuring' t ha t data . And I myself do not know the necessary data, 
and I would expect to receive tha t information from the experts.

Mr. Du nlop. Well, I come back to the observation, if I may, that  
I think vou should ask Mr. Simon about that . We have been concerned 
primarily  with price information and cost information, and I can 
repeat, we have no problems with that.

PRODUCTION INCE NTIVES

Mr. Rosenthal. Well, then, let me go to your statement itself. On 
page 2 the last pa ragraph reads:

The purpose of the  pricing regulation of the petroleum products industry is to 
contain the rate  of increase in petroleum product prices while a t the same time- 
encouraging additiona l supplies of these needed products.



81

Now, how much profit is it  necessary for these companies to  obta in 
to encourage more production ?

Mr. Dunlop. I th ink the answer to that , Mr. Rosenthal, depends very 
much on each particular  branch of the industry.  At  the crude producer 
level, the crude oil production, I would remind you that it was the  
Congress tha t decided tha t more incentives than we in the Cost of 
Living Council had provided were essential in the small wells, and so 
the Congress determined of its own, I may say over my opposition, 
tha t the small wells below 10 barrels  should be decontrolled. T hat  is a 
judgment which I, of course, accept.

Now, with respect to other  domestic oil production, I told you that 
in August of this year we decided that some incentives were necessary, 
so we provided a la rger price increase for new oil, for additional out
put over what had been produced in 1972, and we felt tha t was an 
appropriate and necessary stimulus—this was in August—to increase 
our domestic output  of crude oil.

Mr. Rosenthal. As a resul t of tha t decision, what percentage in
crease was there, for example, to the small homeowner for the fuel 
oil?

Mr. Dunlop. Well, the average price of new oil was about $1.30 
a barre l over and above old oil until  very recently. Let me ask Mr. 
Owens to do the mathematics. There are 42 gallons in a barrel. How 
much a gallon is tha t ?

And that constitutes about 7 percent of the total. So it is a very 
small number, Air. Rosenthal.

Mr. Rosenthal. AVell, newspaper reports from my area—Long 
Island Press reports  an increase of 34 percent on upward,  34 percent 
to 40-percent increase in home fuel oil.

Now, should the homeowners subsidize these companies when they 
have fantastic increases in profits ?

Mr. Dunlop. AVell now, le t me try  to be very clear about tha t, Mr. 
Rosenthal. Most of tha t increase in domestic price of home heating 
oil is the result of the higher cost, not of domestically produced 
crude at this time, but of imported No. 2 h eating oil, or rath er the 
higher price.

Mr. Rosenthal. That is the fuel th at the  administration  kept out of 
the country until very recently by quotas, is tha t not correct?

Mr. Dunlop. Well, I am saying th at is the higher price of  imported 
fuel oil and heating oil.

Mr. Rosenthal. Mr. Owens, your colleague, is a man who is going to 
be transfer red  ?

Mr. Dunlop. Yes.
Mr. Rosenthal. I just  wonder if you could tell us briefly what his 

background and previous associations were ?
Mr. Dunlop. AVell, suppose he does it.
Mr. Owens. I have worked with the Cost of Living Council for 

approximately  the last 18-----
Mr. Rosenthal. Could you push the microphone closer ?
Mr. Owens. I  worked with the Cost of Liv ing Council for approxi

mately the  last 18 months. I  have also served as a consultant on energy 
to the Ford Foundat ion. I served as a consultant to the American 
Bankers Association on international monetary affairs and other af 
fairs. I also wrote extensively for McGraw-Hill publications  in the 
energy area.
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Mr. Rosenthal. H ow long were you with the American Bankers 
Association ?

Mr. Owens. Fo r roughly a year, but  then again it was not directly 
as an employee.

Mr. Horton. Would the gentleman yield ?
What is your educational background ?
Mr. Owens. I am a graduate of the University  of Texas in economics. *
Mr. Rosenthal. Now, maybe Dr. Dunlop deferred to you on a 

question. This No. 2 oil for which a price increase was granted, a 
2-cent price increase, th at is the  oil th at  the administration kept out 
under the oil import quota laws. Am I correct on tha t ? *

Mr. Owens. The 2-cent increase that  was gran ted this past week 
was given on domestic fuel oil. It was not imported  fuel oil.

Mr. Rosenthal. But that—we are talking about the same thing.
Chairman Holifield. Well, the Cha ir is going to make a statement 

tha t we have only a limited amount of time, and there are several other  
members here. I will give up my time on i t, and Mr. Rosenthal, you 
have had 8 minutes.

Mr. H orton. I  will give the gentleman my time, also. Tha t is 5 add i
tional minutes.

Mr. Rosenthal. Mr. Chairman, l et me ju st say this. I have a host 
of questions to Dr. Dunlop on his own statement.

Chairman Holifield. I  understand. He is leaving at 2 :45, and you 
have colleagues here.

Mr. Rosenthal. I  will quit now.
Can we fix a time he will be back, like 10 tonight, or 11, or 12 o’clock ?
Mr. Dunlop. Make it midnight, Mr. Rosenthal. I will be here.
Chairman Holifield. We will try  to make it a littl e earlie r than  

that .
Mr. Horton. Mr. Chairman, I  will be glad to yield my time. I am the 

one to be recognized.
Mr. Rosenthal. Let us hope we will not get bogged down on this 

stuff. Mr. St  Germain will pick it up.
What percentage of oil company requests for price increases have *

been denied by the Cost of Living Council ?
Mr. Dunlop. We have not had any requests from the refiners, except 

one small refiner, and there are no pending requests for prenotifica tion 
of price increases.

PRODUCTION  OF DISTILLATES

Mr. R osenthal. Now, you stated yesterday t ha t the Cost of Living 
Council permitted petroleum refiners to adjus t the relative prices of 
distilla te fuel and gasoline to encourage increased production of distil 
lates.

Why do we not mandate tha t changeover production ?
Why do we have to let it go to price increases subsidized by the 

consumers to get that changeover ?
Mr. Dunlop. Well, let me go back. There are two answers to  that , 

quickly.
One is, the Cost of Living Council changed the relative prices. We 

did not provide for any net increase in revenue to the oil companies.
We raised  the price of distillates 2 cents and we dropped the price of 
gasoline 1 cent. The net effect was no increase. That  is one answer.
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Mr. Rosenthal. To the  person who is buying  home fuel oil you 
raised the price to him.

Mr. Dunlop. That is correct.
Now, the second answer is tha t a refinery is a complicated piece of 

machinery and capital. The ideal combination to produce heating oil 
varies with the age of the  equipment. It  varies with the kind of crude 
tha t is being used. I t varies with the rate  of utilization and capacity. 
And I  do not think, Mr. Rosenthal, th at there is any administ rator wise 
enough to mandate the precise way in which an oil refinery shall be 
run.

Mr. St Germain. Would you yield to me for a minute ?
Mr. Rosenthal. Yes, I would be happy  to yield.
Mr. H orton. I  would be glad to yield to the gentleman from Rhode 

Island .
Mr. St Germain. Mr. Chairman, I ask unanimous consent to be 

introduced  into the record, and I th ink this is an ideal time, the article  
from yeste rday’s New York Times magazine section at page 40 written 
by Br itt  Hume, Washington-based investigative reporter for ABC 
News, “The Case Agains t Big Oils”.

Chairman Holifield. Well, the Cha ir will say tha t he hopes the 
members will confine their questions and remarks  to the purpose of 
the bill. We are  going into the economics of this matte r, and the Chair 
has no desire to cut off time if we had enough time, and we will come 
back and we will have more time.

But if we are going to be fai r to all of the members present— 
we have got only about 12 minutes left. Mr. Rosenthal has had 10 
minutes now, and if the other members are going to have their  time, 
we are going to have to ask him to yield at this time. Mr. Brown is 
here, and there are three members of the Democratic side who have not 
spoken.

Mr. Rosenthal. Mr. Chairman, I will yield. But I have at least 
a half-hour’s worth of questions for Dr. Dunlop.

Chairman Holifield. We will try  to make an arrangement  to get 
Dr. Dunlop back tonight, and give the gentleman-----

Mr. Rosenthal. I do want to say this for the record, and then let 
me conclude.

The t hru st of my questioning is whether this  energy shortage ought 
to be corrected by the movement in the price field, or whether they 
ought to be corrected by mandated orders of the Federal Government. 
Now, it is my judgment , and I am convinced tha t eventually we are 
going to have to go to  some kind of rationing  or controls, tha t this 
price increase-----

Chairman Holifield. Now, the gentleman is taking up the other 
members’ times and this may be true, but it is not a function of this 
committee to set price controls.

Mr. Rosenthal. Righ t, Mr. Chairman.
Chairman Holifield. And it is not within  the purview’ of this 

bill, and I will read Committee Rule 15: “All questions put to the 
witnesses before the committee shall be relevan t to the subject m atter  
before the committee for consideration, and the Chairman shall rule 
on the relevance of any question put to the witness.”

Now, the Chair  has no desire to strict ly enforce the rules, the 
5-minute rule or any other rule. But tha t is the way the  ball bounces,
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and if the gentleman persists the Chair is going to have to rule him out of order.
Mr. Rosenthal. Mr. Chairman, if the Chai r does th at, this  gentleman will then rely on the violation of the rules of holding these hearings with inadequate notice to the members. And I had no intention of doing that.
Chairm an Holifield. I f it is a ll right with the other members for the gentleman to take their  time, why, he may proceed.
Mr. R osenthal. I will ask one more question, and I wish the Chair would rule on its relevance or not.
Dr. Dunlop, you refer  to the  energy division, including “a group which deals with policy analysis, one dealing with data  collection and operationa l economic analysis, one dealing with processing of price increase requests.”
Now, the full Cost of Living Council makes the price decisions. How will these price decisions be reached in the new FEA  ?
Is that a relevant question, Mr. Chairman ?
Chairman H olifield. It  seems relevant to me.

REACHING PRICE DECISIONS

Mr. Dunlop. Let me answer it to the best of my ability , although again I  think  the question is more appropriately pu t to Mr. Simon.. In our present arrangement , our staff reports to Mr. McLane and myself through  the Office of Price Admin istration, and we, Mr. McLane and myself, consult with  the Council in making  decisions in the name of the Council. That has been our practice for some time.As to the procedures that Mr. Simon will use, I do not know and you would have to ask him. The staff, as I assume it, would gathe r the same data,  present the same sort of factual analysis, shape up the issues to  be considered, and pu t the issue to him or his associate for decision. But how tha t is done is a m atter he will have to respond to later. I  only described how we did it.
Mr. Rosenthal. Mr. Chairman, I will defer until later.Chairman H olifield. Thank you.
Mr. Brown.
Mr. Brown. Thank you, Mr. Chairman. I might suggest to the gentleman from New York that it m ight be appropriate to submit some of the questions in writing. Par ticu lar ly those dealing with the economics o f the indust ry which may or may not relate to this  part icu

lar organization  legislation. Approximately how many people are to lie moved from the Cost of Living Council to the Federal Energy  Administration ?
Mr. Dunlop. Fifty-five, Mr. Brown.

CONFLICT OF INTEREST

Mr. B rown. And do these people have a background in economics or in the Federal Government or in the oil industry? Wh at are their  par ticu lar backgrounds ?
The th rus t of my question relates to  the question of conflict of in terest, which I th ink can be a problem in finding sufficiently sophisticated people to fill these high-level positions in the new Federal Energy Administration.
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Mr. Dunlop. Mr. Brown, we have been very conscious of that ma tter 
in the Cost of Living Council from the very outset. I think as to the 
specifics of this, Mr. McLane might say a word, and i f you would like, 
Mr. Owens can supplement, because the people involved work directly 
for him.

Mr. McLane. Fi rst,  Mr. Brown, on the transfe r, we are tra nsferr ing  
55 positions, of which 46 are actua l personnel involved with the Energy 
Division today. We are tran sfe rrin g a couple of other positions because 
they relate to people th at are on the Cost of Living Council staff that 
work sometimes in the energy area, in the General Counsel’s Office, 
et cetera.

Second, on the conflict of interest question, we have been, as Dr. 
Dunlop has pointed out, exceedingly careful. A very broad range of 
backgrounds is represented by people in  the  Energy  Division, coming 
from the academic world, the consulting world, and others.

Mr. Owens, do you want to describe some of that ?
Mr. Owens. Mr. Brown, I was just going through  my mind, t ryin g 

to recall anyone on the energy staff at the  Cost of Living Council who 
has actually worked for a major oil company, or any oil company for 
tha t matter. I recall only one, and his work involved the  operations  in 
the North  Sea while he was a student  a t the Unive rsity of Texas. He 
was a pipe pusher, as he likes to call himself. So, other than  th at, I do 
not think  th at we have anyone on our s taff who has been an employee 
of an oil company.

Chairm an H olifield. The Chair  is going to have to call the time of 
the gentleman.

Mr. St Germain.
Mr. St Germain. These are your two top men on energy that  have 

been working on the Cost of  Liv ing Council on energy, I take it?
Mr. Dunlop. Well, Mr. McLane is m y deputy, who works through  

all par ts o f-----
Mr. St Germain. Mr. Owens is your top man ?
Mr. Dunlop. Yes, sir.

PRICING OF IMPORTED OIL

Mr. S t Germain. Now, the three of you state you are not aware of 
the fact tha t the oil you said was uncontrolled, the imported  oil, was, 
as Mr. Rosenthal asked, the oil tha t was, up until 1972, April of 1972, 
under  the import quota system—is that  what you said earlier?

Mr. Dunlop. No. What I  said, I thought, was t ha t under our regu
lations we provided tha t h ighe r foreign prices could be passed through 
to the American consumer.

Mr. St Germain. Then Mr. Rosenthal asked, “Is  this the oil tha t up 
until Apr il of 1972 was under the quota system?” and you stated you 
did not know, and no one at tha t panel stated that yes, it was the case.

Mr. Dunlop. Your question somewhat confuses me, if I may say.
Mr. St Germain. It  does ?
Mr. Dunlop. I do not know what vou mean by “this oil.”
Mr. St Germain. The impor ted oil.
Mr. Dunlop. It  is true.
Mr. St Germain. Tha t you say is not under price control, the crude 

oil. They have to pay the price. In other words, if they pav $2 a barrel 
to foreign producers, they  then get $2, righ t ?
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Now, tha t is the oil you say is not under  controls.
Mr. Dunlop. Imported oil may be passed through under our regula

tions at a higher  price than  domestic.
Mr. St Germain. And is that the oil, you were asked, that was under 

the impor t quota system until Apr il of 1972 ?
Mr. Dunlop. Jus t a moment.
Mr. Owens. There have been quota systems on both products and *■

crude petroleum.
Mr. St Germain. Sir, we are shor t on time. The answer here is easy, 

either yes or no, the imported oil is not the oil that was under the quota 
system until Apr il of 1972. *

Mr. Owens. I would suggest tha t Apr il of 1972 is the wrong date, 
if you are looking for a date for the termina tion of the mandatory oil 
imports program. I was one of  the architects of the revision of that 
program, and as I recall it was instituted as of May 1 of this year.

Mr. St Germain. But there was a temporary suspension in 1972.
Mr. Owens. On December 17, 1972, there was a temporary suspen

sion of the import  quotas on impor ts of heating oil, but not on crude oil
Mr. St Germain. Tha t is right.
All r ight , now. Mr. Owen, you are the man who advises on the pri™ 

of home heating  oil, correct, and gasoline ?
Mr. Owens. Yes, sir.

OIL ADVERTISING OUTLAYS

Mr. St Germain. All righ t, now, what  percentage of the cost of 
that  oil goes into advertising , and of gasoline ?

Mr. Owens. I am sorry, I do not know.
Mr. St. Germain. You do not know ?
Mr. Owens. The cost of tha t oil, I  suppose, is the cost of purchasing 

it. I do not unders tand what you mean by the cost of the oil. The 
cost to the company-----

Mr. St Germain. The cost to the consumer who is paying now 45 
cents a gallon in Rhode Island as opposed to 22 cents a gallon 3 or 4 
months ago.

What percentage of that cost goes into advertis ing? You know, the 
Exxon tiger , the Texaco man with the star and all those. W hat  p er
centage goes into advertising ? *

Mr. Owens. I cannot recall off the top of my head. I am sorry.
Mr. Dunlop. But may I-----
Mr. St Germain. Excuse me, Mr. Dunlop.
Mr. Owens, answer this  question for me. When did the shortage 

begin, this crisis ? When were you aware of the  shortage in home heat
ing oil and gasoline?

Mr. Owens. Are you talking about the response to the Arab 
embargo ?

Mr. St Germain. Well, at any point in time.
Mr. Owens. There was a point in time, I suppose, last winter  at 

which concerns began to be raised that we would not have a sufficient 
amount of heating oil. I cannot-----

Mr. St Germain. Do you recall the date of the Pres iden t’s energy 
message on nationa l television ?

Mr. Owens. There have been more than one.
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Mr. St Germain. His orig inal one.
Mr. Owens. It  was some 2 years ago.
Mr. St Germain. There was one even more recently, but  the  point 

is, at the present time we face a shortage, nationally and interna
tionally, of home heating oil and gasoline, correct ?

Mr. Owens. Yes, we do. I would say gasoline is a more debatable 
question.

Mr. St Germain. Well, o f home heating oil, and  you do no t th ink 
there is a shortage of gasoline? You think  that  is debatable?

Mr. Owens. I think  there is some uncertainty as to the shortage 
in the internationa l market for gasoline.

Mr. St Germain. In this country ?
Mr. Owens. A shortage of gasoline in this country ?
Mr. St Germain. Yes.
Mr. Brown. Would the gentleman yield fo r a comment ?
Shortages are relative matte rs here. There are p arts  of the country 

where heating  oil is more scarce. The gentleman, as I  am sure  we all 
know, represents  one of those areas where there is a significant short 
age. But  I am confused about whether  the gentleman means t ha t it 
was in New England or in the South tha t the shortages first 
developed ?

Mr. St Germain. Well, as fa r as home heating oil is concerned, 
and gasoline, we are watching television newscasts from throughout  
the country indicating the exceptional increase in price and the short
ages. Therefore,  I  feel t ha t there is a nat ional shortage. What bothers 
me is that  Mr. Owens, who has  been charged with—and he is going 
to be transferred as par t of  this legislation, and therefore I  think it is 
relevant—with  setting  the price or recommending what  the price 
should be to Mr. Dunlop of the Cost of Living Council, is not aware 
of the percentage of the cost to the consumer represented by adver
tising. I cannot see why we allow these firms to spend millions of dol
lars of adverti sing—the tiger, the star, and these other  things—and 
put that  on top of the consumer’s costs t hat  have risen over 100 per
cent in many areas of this country. I cannot see why we have not 
looked into the price of advertising and say, look, as long as there 
is this  kind of shortage, there is no competition. You can sell all  you 
can produce. All you can produce you can sell. So why spend all tha t 
time on advertising?

Mr. Dunlop. None of the increases in prices to which you refer  
is due at all to the price of adver tising , not one penny.

Mr. St Germain. True, but the price of advertis ing, sir, is still 
in there. Do you not look to see what costs are  in there that  can be 
eliminated?

Why allow these great big television programs that cost millions 
of dollars, and the 1-page ads in the  national publications, to adver
tise one brand against the other. They have never competed on the 
basis of price in thei r ads. They only compete on displays. One fellow 
is going to give you a friendly smile. Another one is the fellow with 
the star. Another fellow has got the  Exxon tiger. But  never have 
they competed on price. And that being the case, why do we add this 
to the cost of the product to the consumer ?
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Mr. Dunlop. Mr. St Germain, I am aware tha t the statu tory au
thority  of the Economic Stabi lization Act  permits me to deduct from 
costs of companies their adver tising  or any other p arti cular cost with 
which I may not be in agreement.

Mr. St Germain. Well, it seems to me, sir-----
Chairman Holifield. The Chair  might  note it is now 2:47 p.m.
Would the gentleman yield to the other members for 2 minutes 

apiece ?
Mr. St Germain. Ju st  a short comment in answer to tha t one. 

If  we are looking at  these people coming in and asking  for price in
creases, we should also look to see what costs are irrelevant and can 
be eliminated. You do not need any s tatu tory  au thor ity for that.

Mr. Brown. Mr. Chairman , I take exception to tha t comment. You 
certain ly would need s tatu tory  authority  to e liminate somebody’s ad 
vertising as a part  of the cost of doing business. It  seems to me it is 
perfectly inappropria te, and if the gentleman wants to get rid of ad
vertising and get rid of other costs-----

Chairman Holifield. The Chair would like to hear fur ther com
ment, but by agreement with the witness we must let him go a t 2 :45 
p.m. Can you be here tonight at 9 :30 ?

Mr. D unlop. I will be here at any time you specify, Mr. Chairman.
Chairman Holifield. Tha t will give us 2 ^  hours to deal with Mr. 

Simon and Mr. Staats.
Is there  any objection to tha t ?
Mr. Horton. Yes, Mr. Chairman. My objection would be th at we 

check with Mr. Staats, and perhaps ask him to come in tomorrow 
morning, and ask Mr. Dunlop to come in about 8:30.

Mr. Du nlop. If  the  committee will be in touch with  Mr. Bradford, 
we will arrange our schedule this evening to be here at the committee’s 
pleasure.

Chairman Holifield. Thank you very much, and would you please 
leave your phone number with one of the staff. Mr. Henderson, would 
you please get the phone number for us to get in touch with the 
gentleman.

Now, I will say to the members tha t the Chair is not trying to act 
in an autocratic  way. He is try ing  to accommodate the members of 
the committee. We will tr y to get Mr. Dunlop back at 8 :30.

[The prepared statement of Dr. Dunlop follows:]
Prepared Statement of J ohn T. Dunlop, Director, Cost of Living Council

I think  it  is app ropriate to begin my sta tem ent  at  this hea ring  to consider 
the Fed era l Energy Admin istratio n Act by saying that  I am in complete agre e
men t with the tra ns fer of the  petroleum prod uct price  stab ilizatio n autho rity  
from  the  Cost of L iving Council to the  proposed Federal  Energ y Administ ration, 
and  in the  inte rim to the  Federal  Energ y Office in the  Executiv e Office of the 
Preside nt. Once i t became cle ar th at  the  a llocation of petroleum supplies was a 
necessity for this country, and  the  allocatio n office was established in the De
partm ent of Interio r, I favored close coordination and, in fac t, consolidation of 
the  policy-making and  admi nis tra tiv e respo nsib ility  covering both the  alloca tion 
of fuel suppl ies and the control of fuel prices.

The organiza tional combination of the price  and al'o cat ion  func tions will pro
vide the  coun try with  coordin ated  design and  impleme ntation of both price 
control and  alloc ation  policies. Such consolidat ion should  ensure  these  funct ions 
are  executed in a  complementary and  efficient manner.
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In my judgment, the continued use of price controls in the petroleum industry 
is essential to the twin objectives of increasing supplies of scarce petroleum 
products and containing prices within  some limits. At the moment and for the 
foreseeable fu ture demand substant ially greater than  av ailable supply dominates 
the petroleum energy market. In a free market  pro duct with considerable uncer
tainty, product prices v\ouiu sharply rise auove current levels in an uncontrolled 
fashion, resulting in excessive inflation, windfall profits and undesirable economic 
dislocation.

CLC PETROLEUM PRICING STRUCTURE

Phase IV petroleum regulat ions apply to all sales and purchases of crude 
petroleum (SIC Code 1311, excluding natu ral ga s),  natu ral  gas liquids (SIC Code 
132 1), and refined petroleum products (SEC 2911)  and to leases of real prop
erty used in the retailing of gasoline. No firm involved in  the production, manu
facture or  sale of these covered products  may utilize the small business exemption 
to avoid adhering to the Economic Stabilizat ion Program's Phase IV regulations 
applying to petroleum and petroleum products.

The purpose of the pricing regulations for the petroleum products indus try is to 
contain the rate of increase in petroleum product prices while at  the same time 
encouraging addi tional supplies of these needed products.

The price control structure  applies equitably to the four principal levels of 
the domestic petroleum indus try—producer, refiner, reseller, and retaile r. These 
rules include ceilings on domestic crude prices, profit margin limitat ions on larger 
firms, once-a-month pass through of increased costs of crude oil and petroleum 
products on a dollar-for-dollar basis by all petroleum marketers, and posting of 
ceiling prices and octane rating s by gasoline retailers. A summary of Economic 
Stabilizat ion Program price controls on these four levels is contained in 
Exhibit 1.

The Council administe rs regulations which control prices on about 76% of 
domestic crude production as shown in Exhibit  2. Of part icul ar note is the ex
emption of stripp er well oil from controls and the exemption of new oil from 
controls. From the very beginning the  Cost of Living Council has been anxious to 
encourage production of more oil and therefore exempted all production in excess 
of 1972 levels as well as freeing from controls a barrel  of old oil for every barrel 
of new.

Yesterday, the Cost of Living Council permitted  petroleum refiners to adju st 
the relative prices of distill ate fuel and gasoline to encourage increased produc
tion of distillates . The Council is allowing refiners to increase the price of dis
tillat e two cents per gallon and is requiring refiners to reduce the price of gasoline 
by approximately  one cent per gallon. This combination of price moves must be 
reflected in refiners’ Janu ary  product adjustm ents made in accordance with Eco
nomic Stabilization Program regulations.

This action was the first step implementing the Stabiliza tion Program’s Re
finery Balance Incentive Program. A second step to fur ther encourage the pro
duction of distil late will be announced next week.

This one-time shi ft in relative prices is designed to encourage a shif t in existing 
refiner production emphasis away from gasoline to those fuels which heat  our 
homes, offices, and factories. It  is an attempt to use the price control mechanism 
to assure adequate distil late supplies for American industry . Continued opera
tions and expansion of in dustrial capacity  is essential to the country's economic 
stabil ity and the maintenance of jobs.

After extensive consultation with technical and industr y experts, our data  
indicated tha t refiners a re operating below the physical limits of thei r capacity 
to produce these distillates . These relativ e price adjustments  in distill ates and 
gasoline should stimulate increased dist illate  production while preventing wind
fall profit to refiners. The one-time increase may be passed through the petroleum 
marketing chain on a cent-for-cent basis.

CLC ENERGY ORGANIZATION

The focal point for the admin istrat ion of Phase IV policies and regulations re
lated to the energy indust ry is the Office of Price Stabiliz ation’s Energy Division. 
Exhibit  3 outlines the Cost of Living Council organization. Exhibit 4 outlines the 
position of the Energy Division within  the CLC Office of Price Stabilization. I 
believe this structure  will enable the office to continue to function effectively in 
the new context of the Federal Energy Administration.
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The Energy Division is comprised of 46 professional and support personnel who 
have been engaged in the design and implementation of petroleum price control 
strategies for approximately 10 months. The Energ.v Division includes a group 
which deals with policy analysis, one dealing with d ata collection and operational 
economic analysis, one dealing with processing of price increase requests, and 
a technical assistance group which tends to deal more direc tly with firms which 
are affected by controls. The policy group evaluates policy altern atives and 
designs regulations  to carry out the inten t of established i>olieies. There is a 
management information group tha t collects, analyzes and reports  on data 
characterizing supplies, prices, margins and other pertinent factors within the 
petroleum industry. This group also coordinates with the compliance activities 
heretofore carried out by the Internal  Revenue Service. The technical assistance 
group is responsible for providing advice to industry  associations, individual •
firms, public interest groups, and groups within the current CLC staff on a 
variety of matters having to do with price control policy in the petroleum indus
try. Finally , the case analysis group analyzes and audi ts requests from refiners 
for price increases. They also monitor the compliance of the majo r refiners to 
assure tha t they are meeting their  obligations with respect to the rules govern
ing the pass-through of cost increases for crude and domestic petroleum.

CO M PL IA N CE AN D EX CEP TI ONS

In the compliance area the level of activity has been accelerated since the 
Council amended its petroleum regulation s on October 31, allowing a pass
through of increased costs of gasoline, home heating oil and diesel fuel at all 
levels of distribut ion on a once monthly basis. Since tha t date, some 10,006 
retai lers of gasoline and diesel fuel and nearly 9,000 distributor s of home heat
ing oil have been spot checked. From these checks, 2,500 violations were un
covered and price rollbacks have been obtained in over 800 of those cases.

Yesterday, the Council directed the Internal Revenue Service Stabilization 
Office to expand its compliance checks to include all truck stops on the major 
inte rsta te highways in certain  regions of the country, ov eri ng  16 states  and 
48 major inte rsta te highways. The action was taken in response to  information 
the Council received concerning the sale of diesel fuet at  reportedly inflated 
prices to truckers.

The IRS will obtain information from truck stops < oncerning the price at 
which it has been selling diesel fuel and determine wiry .her tha t price is or has 
been in excess of its legal selling price permitted by the regulations  of the 
Economic Stabilization Program. If it is determined tha t a truck stop has sold 
diesel fuel at  an illegal price, strong enforcement action will be taken. This will 
include an order from the IRS to roll back the price to the lawful selling price 
and furth er, to refund to customers the amount of money obtained by selling 
fuel at an illegal price. Fur ther legal penalties against violators will be sought 
as appropria te.

Another major activity in the overall area  of petroleum price control is the 
processing of requests for exception to the existing rules. To date, over 1,200 
exception requests have been received. Approximately 700 have been resolved 
and 500 remain in an active state  o f consideration. The processing of exceptions 
at the Cost of Living Council is performed by a centralized Exceptions and 
Reconsiderations Division, rather  than  by the Energy Division. The transitio n 
plan will separate ly address the orderly tran sfer of petroleum related excep
tions processing responsibility to the Federal Energy Administration. The IRS 
also processes some exception requ ests (re tai l price increase requests of less than  
one cent ) which will likewise be transfer red to the Federal Energy Administra
tion and its field offices.

A N TIC IP A TED  ACTI ONS

The Emergency Petroleum Allocation Act requires publication of a single 
regulation governing both price and allocation. We anticip ate the price portion 
of tha t regulation will be republication of the Cost of Living Council Phase IV 
petroleum price regulations in effect on the date of publication. We have already 
begun consultations with the Federal Energy Administration on procedures for 
carrying out this  statutory  requirement.

The Council also has under analy sis a number of important programs and 
activities  which have significant implications for both price control and the 
supply of petroleum products. As I mentioned previously, a second step in the



Refinery Bala nce Ince ntiv e Prog ram to fu rth er  encou rage the  prod uctio n of 
dis till ate  is und er review. Beyond this , the  question of for wa rd impa ct of pri ce 
contr ols on the suppl ies and  prices  of contig uous ind ust rie s such as pe tro 
chemicals, is being st ud ie d; an ana lysis of our  cu rre nt two -tier  pric ing  system 
on crude  oil prod uctio n is unde r way, as is an  eva lua tion  of repo rted  sho rtag es 
of ma teri al and  equipment needed for oil produ ction . The  problem of volume 
reduc tion on dow nstre am opera tions  and  on the petro leum  marke ting  syste m 
is also und er eval uati on.

CONCLUSION

A number  of coo rdin ation  meetings  between the  Cost of Living Council sta ff 
and rep rese ntat ives  of the  Fed eral  Energ y Adm inis trat ion  have occurred and 
will contin ue to ins ure  th at  ongoing tas ks and comm itmen ts are  fulfilled dur ing  
this tra nsi tio n period in consonance with  the  needs and expectati ons of the  
Fed eral  E nergy  Ad min istra tion .

Again, I am complete ly commit ted to the  organi zat ion al tra ns fe r which we 
have been discus sing aud  have every confidence th at  the price contro l function  
which has been pra ctic ed by the Cost of Living Council will be conducted in an 
effective man ner in its  new organiz atio nal locati on wit hin  the Fed era l Ene rgy 
Adm inist ratio n.

Tha nk you very m uch.

Exhibit  I

ECONOMIC S TA BILIZ AT ION PROGRAM
PHASE IV  PETROLEUM PRICE CONTROL 

STRUCTURE

•  PRODUCER

•  REFINER

•  RESELLER

•  RET AILER
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E x h ib it  I (con t’d.)

ECONOMIC STA BIL IZ AT IO N PROGRAM CONTROLS

PRODUCER

OLD  OIL 1972 production levels May  15 posted

on a property by

property basis

Price +.35c •

NEW  OIL Production in excess of 
197 2 levels on a 
property basis

Free market price

RE LE AS ED  OIL On properties w ith
production during 1972 
any new crude from that 
property releases an 
equal amount of the oil 
from that property from  
controls

Free market price

STRIP PER OIL Oil produced from leases on Free market price
which the average production 
per well is less than 10 
barrels per day. (Alaska
Pipeline Bill)

E x h ib it  I (con t’d.)
a

ECONOMIC STA BIL IZAT IO N PROGRAM CONTROLS

REFINER

May 15 Price +

•

GA SOLIN E Increased costs of imports Price increases permitted
# 2  HE AT ING  
OIL  &
DIES EL  FUEL

id domestic crude 
(dollar-for-dollar)
(sec. 150.356)

only  once per month

OT HE R Increased costs of imports Increases may be imple-
PETROL EU M and domestic crude mented as soon as they
PRO DUCTS (dollar-for-dollar) accumulate
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E xh ibit  I (con t’d.)

ECONOMIC STABILIZATION PROGRAM CONTROLS

RESELLER

GASOLI NE  
# 2 H EATIN G  
O IL  &
DIE SEL FU EL

OTHER
PETRO LEUM

PR OD UC TS

Ma y 15 Price +

Increases passed through 
to the reseller 
(do llar-for-do llar)

Increases passed through  
to the reseller 
(do llar-to -do llar)

Price increases permit ted  
on ly once per month

Increases ma y be imple
mented as soon as they  
accumulate

E xh ibit  I (co nt’d.)

ECONOMIC STABILIZATION PROGRAM CONTROLS 

RETAILER

Ma y 15 Re tai l 
Price +

GASOLI NE  
# 2  H EATIN G  
O IL  &
DIE SEL FUEL

Increases passed through  
to the reta iler  
(do llar-fo r-dollar)

Price increases permit ted  
on ly once per month

OTHER
PETRO LE UM

PR OD UC TS

Increases passed through to 

the retailer  
(do llar-for-do llar)

Price increases may  be im
plemented as soon as they  

accumulate

Posting of  ma xim um gasoline price allowed and octane ratings 

by all gasoline retailers  required.

26 -7 2 5  0 - 7 4 - 7
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Exhib it  I I

CONTROL OF DOMESTIC CRUDE PRODUCTION

NON
CONTROLLED

PRICE

CON TROLLED
PRICE

*REF ER  TO CLC PHASE DT OIL REGULATIONS -  SECTION 150 .3 54

»
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Chairman H olifield. Our next witness is Mr. Roger Jones, formerly 
with the Bureau of the Budget.

STATEMENT OF ROGER JONES, FORMERLY WITH THE BUREAU 
OF THE BUDGET

» Mr. J ones. Thank you, Mr. Chairman.
As th e Chair  has indicated to members of the committee, my name 

is Roger Jones. Now re tired.  I spent over 30 years with the Bureau 
of the Budget and the Office of Management and Budget. In addition,

* I have been Chairman of the Civil Service Commission and also 
Deputy  Under Secretary of S tate. I  was in Federal Government service 
for 40 years.

On Friday  afternoon, the staff of  the committee, a t the suggestion 
of the chairman, asked if I, as a man who had had long experience 
with organization and management matters,  would be willing to come 
before the committee and make a short statement with respect to the 
part s of this bill that have to do with organiza tion, with personnel, 
with conflict of interest, with the management author ities, and with 
the functions.

Knowing tha t the bill was undergoing further  potential  revision by 
work of the staff, the chairman, and the rank ing minor ity member, 
I did not attem pt to put  together a formal statement to put into the 
record, bu t rather spent the weekend looking at the original bill and 
try ing  to keep advised on the changes which were under discussion 
between the chairman and the  ranking minority member, and the mem
bers of the staff, both here and at the Office of Management and 
Budget.

I came this morning and sat here while the testimony was given, and 
also this afternoon, to hear  Mr. Dunlop's testimony. I think I can 
summarize my views from my experience, which goes back over a good 
number of years, with the following rather  short statement. Th en  T 

will be glad to answer questions.
4>

ORGANIZATIONAL FEATURES

With respect to the organizational aspects of the bill, both the
• original bill and the bill as revised or suggested for revision over the 

weekend, it seems to me that  the organization which is proposed is 
sound. It  seems to me th at it takes into account th ree major  aspects.

Fir st, the tran sfer  into FE A of those functions which are clearly 
necessary to deal with the organizational aspects of the emergency. 
Second, it makes adequate provision for fur ther transfers if the 
President  so determines, and the Congress does not disapprove such 
trans fers. And, third, it deliberately does not interfere with long
stand ing organizational patt erns  on such things as statistics  and 
matters of that kind.

PERSONNEL PROVISIONS

On the personnel front  the bill, I believe, is quite adequate. There 
are problems, of course, which could be raised, and probably will be 
raised in the course of the committee's consideration in connection 
with such things  as the number  of supergrades, perhaps, or the de-
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gree of protection tha t is gran ted to civil servants who may be moved 
from one agency and later  revert to another agency, and, perhaps, even 
with respect to the executive levels.

I probably know as much about the  executive pay schedule as most 
people in government, and I looked p articular ly carefu lly at that. I 
think the placement of the Administ rator  in level I I,  his Deputy in 
level II I,  the Assistant  Administrators  in level IV, and the General 
Counsel, which now follows the patte rn of General Counsels generally 
in departments, in level IV, is sound. And the provision, first, of a 
limited number—I think it was five, and then under the proposed 
revisions, nine—level V’s to give general staff support to the other *
necessary functions tha t would have to be carr ied on is qu ite appro
priate , quite in keeping with the organizational and executive level 
patterns in other departments and agencies. And to that extent I 
have no fur the r comment about it.

The Chair this morning suggested tha t perhaps the bill should 
contain language which specifically protects people who are trans
ferred  in under civil service status  and who might  thereaf ter revert 
to another agency. I believe that under the civil service rules, on the 
basis of a quick telephonic check, tha t would not be necessary, but 
certain ly it is not undesirable if the committee chooses to write it in.

Chairm an Holifield. Would it be all righ t if we would handle 
tha t in the report?

Mr. J ones. Yes, sir ; it could be absolutely adequately handled 
in the repor t. This kind of thing, Mr. Chairman, has been done in 
the legislative  history and repor ts many times in connection with Gov
ernment reorganization legislation  or reorganization plans.

Mr. Brown. Mr. Chairman.
Chairman Holifield. Mr. Brown.
Mr. Brown. Mr. Chairman, as a matter  of personal privilege, could 

I interrupt  the witness just a minute? I wonder if, when the wit
ness is testi fying  and the rest of us are questioning, would it be 
possible to turn the camera ligh ts off in the room?

Chairman Holifield. Who is in charge of the lights?  •
Which one of you men is in charge of the lights?
Voice. At times we have questions tha t are asked between people, 

and we would like to, if we could, get the lights  on them at times, so 
the wish of the-----  *

Mr. Brown. There has been no coverage of th e witness’ testimony, 
it seems to me, on the questions tha t we asked on this side, so why 
don’t you turn the lights off unti l the gentleman from New York is 
asking questions, and let the rest of us be comfortable in the 
meantime ?

Voice. Very well, Mr. Congressman.
Mr. Brown. Thank you.
Chairman Holifield. If  the gentleman will just  indicate when he 

wants us to pause, why, we will, and he may turn on the lights.
Voice. Thank you, Mr. Chairman.
Mr. J ones. Shall I proceed, Mr. Chairman?
Mr. Horton. Mr. Chairman.
I did not mind too much. I though t it kind of heated up the room 

and made it nice and comfortable.
Chairm an Holifield. Go ahead, Mr. Jones.
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Mr. J ones. The very small number of author ized positions out
side of the civil service and the competitive service seems to me to be 
adequate as a starte r. I am not sure in handling this emergency 
whether it may be necessary a t some time to come back and ask f or a 
fur the r exemption from civil service and the competitive rules, but 
at the moment it seems adequate.

M A N A G EM EN T A U TH O R IT IE S

On the management authorities in the bill, I thin k tha t the provi-
• sion for trans fers in and the authorities which the revised bills, or 

proposed revisions of the bill, would place on the President with 
respect to  additional trans fers,  give the necessary management flexi
bility  to support the Adm inist rator in the job which he is given by 
this bill.

The repor ting provisions were added, I believe, as a proposed 
amendment over th is weekend, and questions were raised this morn
ing as to whether there were adequate reporting  provisions to the 
Congress. Certainly there is with respect to the language tha t now 
exists, in the event tha t it is decided tha t this organization will dis
appear at the end of a 2-year period. If  it should be decided tha t 
fur the r requirements for reports  to  the Congress would be desirable, 
I am sure th at tha t language  which has been pret ty standard  in many 
bills could be incorporated.

The reversion provisions are adequate for management  purposes, 
as is the provision—stand ard  in organizat ion and reorganization leg
islation  for many years—for  the Director of the Office of Manage
ment and Budget to preside over the process of transfer of files, 
miscellaneous personnel records, prope rty, and approve the money 
transfers and things of that kind.

The functions given to the Office, I  must say, I cannot speak with 
any authority about, because I am not a substantive expert in  the field 
of energy. But it appea rs to me, from a general comparison of this 
with other organizationa l legislation, tha t the functions  proposed for 
the Adminis trator , and part icularly  the sl ight  changes in those as pro
posed in the amendments tha t were worked out over the weekend, 
are very adequate. They will do the job. They should be entirely ac-

* ceptable, as I see it, to the executive branch.

C O N FL IC T-O F-I N T ER EST  PR OB LE MS

Fina lly, on the difficult issue of conflict of interest , as I am sure 
the committee is aware—but perhaps  they will bear with me if I 
repeat—there are three kinds of conflict of interest,  all of which ap
pear to be proscribed by the provisions of title 18 of the code.

The first is the direct conflict of  interes t in which a person who 
comes from industry or some other walk of l ife is given duties in the 
Federa l Government tha t directly  relate to the kinds of duties tha t 
he had before. This has been most careful ly guarded against in, I 
think, all of the operations that have gone on to date under the 
acts tha t Mr. Dunlop described and under other substantive laws 
tha t have pertained part icularly  to hand ling the energy crisis. I 
believe tha t it is not necessary to do anyth ing more than  to say tha t
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the rule of reason and consultation with the Attorney General will 
take place and tha t no one would think of violating conflict of interes t 
of this kind.

In  other words, I do not believe tha t indus try people would come 
in and be given functions deliberately by the new organization which 
would involve a conflict of interest in dealing with matters which they 
had been charged with in thei r industrial position.

The second kind of  conflict of interest  is a different one. It  has come 
into focus only in recent years, and it presents a very difficult kind of  
problem. It  has to do with collateral benefits, very largely, tha t are 
available to people in indus try—their  pension rights , thei r bonus 
rights , their  leave right s, insurance rights, health benefit righ ts, and 
things of tha t sort. Under, I think I would have to say, a general but 
unwritten  rule which the Congress has adopted, persons coming in to 
any administ ration, par ticu larly  in confirmed posts, have been asked 
to give up tha t kind of collateral benefit, lest they be charged with a 
conflict of interest under one of the special provisions of title 18, which 
refers to the payment to individuals for carry ing on any function on 
behalf of the Government.

I do not know’ to  what extent it will be necessary for Mr. Simon to 
talk  at length w ith the committee about this. He has raised thi s ques
tion before the Senate in connection with  some testimony there, and 
I am sure he w’ill want to raise the  issue ton ight.

If  indeed the Federal Energy Administra tion is to have a limited 
life of only 2 years, it is very difficult fo r me to believe that  it would 
be possible to get some of the kinds of expertise tha t would be needed 
to carry  on these functions  unless it were possible for at least some 
of the indivduals concerned to have a limited waiver of conflict of 
interest in order to protec t things, for example, like pension r ights,  
or their l ife insurance, or  the ir health benefits. I  do not think this kind 
of waiver would be cont rary to the basic intent of the conflict of 
interes t statutes  when they w’ere pu t on the statu te books.

Chairman Holifield. Well, what do you think  about the conflict 
tha t might exist when they are passing on policy matters ?

Mr. J ones. This w’as the third one I  was coming to, Mr. Chairman.
Chairman Holifield. All right.
Mr. J ones. The question of the conflict of interest s tatutes and their 

possible application in connection with giving advice on policy issues 
or t akin g a substantive p art  in the determina tion of policy issues also 
represents  the kind of situat ion in which I doubt whether statu tory  
prohibitions really are adequate to cover the situat ion in all cases.

In  many circumstances, the partic ipation in preparing advisory 
opinions on policy does not  really represent a conflict of interest.

Here again I do not know’ what the answer is. The committee, in the 
bill as introduced, has a provision tha t makes it possible for the 
Adm inist rator to distinguish between his full-time or even part-time 
experts and consultants who are Federa l employees and the utilization 
of State,  local, and nongovernmental persons of all kinds in an ad
visory role to make up advisory committees and, under certain c ircum
stances, to pay thei r expenses and even to pay a per diem.
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Here  I  believe that some kind of controls will have to be set up to 
make it very certain tha t there is no conflict of interest. And, certa inly 
in the history of the legislation enacted not very long ago with respect 
to the utilization of advisory committees, I think tha t you can come 
a long way toward avoiding any potential  conflict of interest there, in 
view of the fact  that  they are not to be—no member of an advisory body 
is permitted to be given really substantive authorities. The meetings 
must be convened by Government personnel, presided over by Govern
ment personnel, and, indeed, except under  the most urgen t circum
stances which I  could not foresee here, they are open meetings.

These, I believe, are the kind of provisions tha t provide what we 
refer to as the goldfish bowl surveillance of Government operations, 
which is wise and which gives the major protection against conflict of 
interest.

Mr. Rosenthal. Mr. Chairman, would you yield for a question at 
this point?

Chairman Holifield. Sure.
Mr. Rosenthal. About a year ago I think i t was, a subcommittee of 

this committee issued a report. Chairman Monagan issued a repor t, 
being highly critical of these advisory commissions. And in there, it 
said that they were not goldfish bowl operations, that they were closed 
to the public, and tha t they had, for example, enormous influence on 
the Bureau of the Budget and OMB tha t has dozens and dozens of 
these advisory commissions.

Chairman Holifield. Well, is it not  tru e that there is a law th at has 
been passed on the subject since then, the Federal Advisory  Committee 
Act ?

Mr. J ones. There is a law.
Mr. Rosenthal is correct th at there was criticism, even aft er the pas

sage o f the law, of the way in which advisory committees were con
ducted. All I can say to that , Mr. Rosenthal, is that with litera lly hun
dreds and hundreds of these scattered around  the Government, many 
of them authorized by statu te, it takes time for the gospel to filter 
down, as it were.

I do not believe tha t there  is any instance in which an advisory 
group of the Office of Management and Budget, since the enactment 
of this law. has not had its deliberations opened to surveillance by 
the public, if anybody wanted to come in.

Chairman H olifield. Well, t hat  is the Federal Advisory Committee 
Act, Public  Law 92-463 ?

Mr. J ones. Tha t is correct, sir.
Chairman Holifield. And on page 9 of the draf t, we have, “The Ad

ministrator is au thorized to establish advisory boards in accordance 
with the provisions of the Federa l Advisory Act, Public Law 92-463. 
to advise with and make recommendations to the Administrator on 
legislation, policies, adm inistration , research and o ther matters.”

Mr. J ones. Th at is correct, sir.
Chairman Holifield. Well, now, can tha t apply  to individuals, as 

well as to advisory boards ?
Mr. J ones. I  see no reason why it cannot, just by plain administra

tive order sir.
Mr. Macdonald. Would the chairman indulge me ?
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Chairman Holifield. Yes, Mr. Macdonald.
Air. Macdonald. One problem which strikes me, while you might be 100 percent correct about the goldfish bowl going on at the time they were in an advisory capacity, what happens if some of these so-called advisors come out of the industry—and I  do not know where else you would get exper tise, so I  understand the problem—but af ter they give everyone the benefit of their views, what then happens when they go back to their original jobs? At that  time they  will have eithe r advised or made decisions on a long-range basis, which over the long range would certainly benefit whatever companies, or the indus try itself, from which they spring.
What would you suggest, how to handle that ?
Mr. J ones. I do not believe you can handle th at adequately, eithe r by prohib itory statutes , Mr. Macdonald, or  by a broad gran t of administrative sanctions. What is involved here is the conduct of the public ’s business and the interest of the  general welfare in the constitutional sense, and I do not believe there is any substitute  for good judgment and high morals and good ethics.
Mr. Macdonald. Well, we all un derstand that , and I do not mean to interrupt, and I do not want to impinge on the time of this subcommittee, of which I am not  officially a member, but we have seen very recently th at you cannot legislate morality . I  guess this has been a cliche here in Washington for a longt ime.
But what is not a cliche, but which equally is true, i f not even truer, you cannot legislate greed. It  seems to me, inasmuch as greed is one of the fundamental causes of this entire problem, that you jus t cannot brush it off. saying tha t everyone is going to have high moral character, as much as that is fervently to be hoped for. I believe you would agree with me that greed is prevalent in many industries, and it is especially prevalent in this industry.
Do you have any suggestions at this  point?
Mr. J ones. No. I have no suggestion on this, Mr. Macdonald. I  have had to deal with it over the years in many different kinds of situations. The only th ing  that I can say is th at, by and large, I do believe th at our democracy works; I do believe th at  people who are willing to u ndertake an advisory role for the Federal Government usually do so with good motives and with a high degree of intelligent perception about what they may and may not do. I  have known a number of them who have felt tha t they could not under take such a role because it would be contrary  to their own interest and the interest of the companies from which they came.
Mr. Macdonald. I am not now talk ing  about—and I will not say another word, Air. Chairman,  a fte r th is—I am not now talk ing about transfer ring  their  assets into a blind trust.
Air. J ones. No, neithe r am I.
Air. Macdonald. That sort of thing .
Air. J ones. No.
Air. AIacdonald. I  am ta lking about, they know tha t they are here for maybe a y ear or 2 years—as I  understand, the bill runs for about 2 years—but then they know also tha t thev are going back from whence they came, which is in the bosom of tha t rath er greedy industry , and it  seems to me we have to take extraordinary care concerning th at matter .
Do you agree or not ?
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Mr. J ones. Well. I agree, but I do not know how you legislate it, I 
do not think  there is any way tha t you can legislate it. I f a man leaves 
the Federal Government. Mr. Macdonald, and goes to a private  concern 
after many years of service in the Federal Government, he cannot par
ticipate in any matter  for quite an extended period of time th at came 
under his charge when he was in the  Federal Government.

Now, th is kind of rule, by and large. I think generally  has  been ob
served, even by the short-te rmers when they go back home. But i f you 
are addressing  the situat ion in which somebody comes in, we will say 
from an oil company, and gives advice which is u ltimately accepted, 
perhaps naively, but which could result in a long-range benefit to his 
company, I do not believe there is any way in the world tha t we can 
legislate effectively to prevent tha t kind of th ing happening, except to 
try  to give it the full glare of whatever public ity we can under the 
circumstances.

Dur ing World War I I -----
Mr. Macdonald. I th ank the  gentleman, and I -----
Air. B rown. Will the  gentleman yield, and may I pursue the line of 

questioning for just a minute ?
Mr. J ones. May I just finish up one statement, Mr. Brown ?
Mr. Brown. Yes, please do.
Mr. J ones. During World Wa r II , for example, in connection with 

the War Production Board and the Petroleum Administration  and 
censorship and all the other war  agencies, this question was raised 
time and time and time again, because it was absolutely necessary to 
go to the industries that were basically affected and to  get t hei r people 
to come in.

And. by and large—even though then we had a different si tuation in 
terms of patriotic response to the war emergency and so on—but, by 
and large, from a very careful study of war organizations, how they 
were manned, how they operated , and what happened to their people 
afterward. I am convinced that you could tabulate  a very, very small 
number of the  kinds of things which you are worried  about. I do think 
we have to stay worried about them.

Excuse me, Mr. Brown.
Mr. Brown. As a m atter  of fact, the law now prohibi ts those people 

from coming into the Government, either on a paid basis or otherwise. 
It  prohibits  certain other th ings,  such as coming into the Government, 
staying for awhile, then  going back home and taking back his job in 
industry.  That  is prohibited.

And the issue here, and in other emergency energy legislation is 
whether or not you have it done by Federal officials who are chicken 
farmers or whether you have it done by somebody who knows some
thing about the business. In Wor ld War II , Elmer Davis came in 
to head the Office of War Information. He came from the news in
dustry and had some expertise about tha t industry and about the 
subtleties of not withholding any more information  for the benefit or 
protection of the Government or i ts citizens th an necessary. And then 
lie went back to private indus try, as I  recall.

T th ink tha t is righ t, is i t not? Did he not go back to work for CBS 
or somebody? We had tha t happen in many different industr ies in 
World War II  when we did not have those protections tha t are now 
written into Federa l law. We did not have them in the Korean war.
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That situat ion was covered by law in 1962, and so statute s exist to deal 
with the problem in this crisis. I am interested in whether it is more 
desirable fo r the Federal Government with employees lacking expertise 
to try  to operate the oil industry—because that is the auth ority  we gave 
the Government under the Mandato ry Fuel Allocation Act.

The Federal Government controls crude oil in this country from the 
well right on through to the gasoline pump. And the question is, 
whether  you have it done by somebody who is 100-percent bureaucrat,  
who has never seen any pa rt of the oil industry , the refinery industry, 
the marketing industry, the oil tran spor tation industry-----

Mr. Macdonald. Will the gent leman yield ?
Mr. Brown [continu ing]. Or whether you have it done by somebody 

who has a little background fo r it, and we have to resolve that  problem, 
I think, either by suspending or modifying the legislation, temporarily, 
as it applies to these people, or in saying no, the prohibition stays, and 
we will have it  done by people who have no experience in the industry. 
Now is that  not essentially the problem ?

Mr. J ones. Tha t is essentially a good part of the problem and I 
agree with you.

Mr. Macdonald. Would the gentleman yield on that  point , ju st be
fore you have an absolutely untru e statement within  th e record ?

Mr. Brown. Which pa rt of  it ?
Mr. Macdonald. About mandatory allocation. The Federa l Govern

ment did not nationalize oil.
Mr. Brown. I do not thin k I  used the term “nationalize”.
Air. Macdonald. You said  they took over control from crude to the 

pump, and i f tha t is not nationalizat ion I  do not know what is.
Mr. Brown. Tha t is t rue  in terms of the distribution  of the crude 

oil to the refinery part of the indu stry ; and from the refinery part 
of the industry through the distribution system.

Air. AIacdonald. I remember the gentleman very well, fighting very 
strongly, at the conference with the Senate, against controlling any 
prices of crude oil at the wellhead and tha t did not happen. I know 
the gentleman knows that.

Air. Brown. I am not talk ing about the prices, i f I may say so to 
the gentleman from Alassachusetts. I am talk ing about the distr ibu
tion of the product. Crude oil, under the Alandatory Allocation Act, 
can be assigned to various refineries, and  i t can be moved from there 
to var ious part s of the country for utilizat ion. Is t ha t not correct?

Air. AIacdonald. 1 am on the chairman’s indulgence. AVe will take 
it up at a later time. I understand we go to another conference next 
week, and I am sure we will go into it  again.

Air. J ones. Air. Chairman, if I may summarize, I think tha t this 
issue does represent these three  different kinds of  problems in the field 
of conflict of interest.

They are not problems with which the Congress has not—I started  
to say “d ealt”, I think T should sav “wrestled”—over a long period of 
time. And I have no doubt that  the  answer which the Congress comes 
up with will be adequate to the circumstances. If  it is not, why the 
executive branch will have the privilege  of coming back to you and 
telling you exactly why not.

But certainly.  American ways of life today do not present, so far  
as I can tell from a quick look this weekend at various and sundry
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kinds of occupational data , the kind of expertise and the knowledge 
tha t will be needed to handle this energy thing , unless we go to the 
indust ries which are responsible for handling  it now. I think they  are 
going to have to be brought in under one device or another, and as 
many as can come in as full  Federa l employees is to the good. But 
they are going to have to be advisory bodies, and I think they are 
going to have to come from industry.

In  short, Mr. Chairman, not to take too much of the committee’s 
time, reasonably hard work at this thin g convinces me that in terms 
of the organizat ion, personnel, management, and functional auth ori
ties of the legislation as proposed, for amendment, are adequate to 
do the job. I t is something with which the committee has  had so much 
experience that  I  believe they can come to grips  with it in very short 
order here.

And, as the committee generously calls me a consultant , I believe 
tha t the legislation before you, with some fur ther modifications, is 
quite adequate. I will answer any questions, Mr. Chairman.

Chairm an Holifielp. I want  to say tha t that is very g rati fying to 
the members of the committee and our staff tha t have worked har d on 
this matter, because it comes from a man who has  given us tremen
dous help and cooperation over the years, and we have tremendous re
spect for your background of service in the Bureau of the Budget 
and elsewhere, as far as tha t is concerned.

We have got, really, a reorganization job to do, and while i t touches 
on all of these matte rs that  we have been ta lking about today, such 
as pricing , conflict of interest, and so forth , these are difficult areas 
and we cannot, at this  time, impose upon the Congress as a whole a 
body of new law on these different subject matters, because it ju st will 
not be accepted.

The committees which have statu tory jurisdictions over these dif 
ferent facets will have something to say about that. This  committee has 
always been very conscious of its jurisdiction, and while in my hear t 
I would like to see something  done about it, I recognize tha t if you 
try  to do all of these things in this one piece of  legislation, it just 
means that  the legislation wil l not be passed.

Now’ if there is an emergency, as has been testified to  and I believe 
there  is, we must have a program and an organization  to adminis ter 
tha t program, and it  seems to me tha t this  is at least one w ay—the best 
way I know’ of and the best way the administra tion know’s of—to do 
it, and tha t is why w’e a re working long hours and plan to work t o
night . We worked on Saturday and Sunday to try to  get this in shape 
for the limited number of days we have before adjournment.

So, w e do appreciate your testimony very much.
Mr. J ones. Mr. Chairm an, may I say to the committee t hat  afte r 

many years of working with  your staff and many appearances  before 
this  committee, I have very, verv few’ instances th at I could ever point 
to in which I think this  committee has made an organizational mis
take on legislation it  has reported .

I thin k your record is extraord inary in this  respect and th at is why, 
if mv test imony gives you any belief tha t perhaps this, too, is a good 
job. I am verv happy and very gratified. Thank you very much.

Chairm an Holtfielp. Thank you very much. If  there are no fu r
ther  questions of Mr. Jones, we will excuse him at this  time.
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We have a s tatement here of Mr. F ran k Fitzsimmons, general  presi
dent of the Internat iona l Brotherhood of Teamsters. Is he here, or does he have a representa tive here? Would you please introduce your self, sir, to the members and the record ?

STATEMENT OE DAVID A. SWEENEY, LEGISLATIVE AND PO LIT I
CAL DIRECTOR, INTERNATIONAL BROTHERHOOD OF TEAM
STERS

Mr. Sweeney. Mr. Chairman, I am Dave Sweeney, legislative and 
political directo r of the In ternation al Brotherhood of Teamsters, and I would like to express Mr. Fitzsimmons’ regrets at not being able to 
be here this afternoon, but we have him on a rather busy schedule, and he simply was not able to make this part icu lar  hearing.

As the previous witness sta ted, we had rath er short notice on the 
committee hearing, and for the record, I would like to say t ha t our statement is based on a ra ther rap id and quick appraisa l of the  legisla
tion, and we would like the record to  be held open if, at some further  time we would have some additional views.

Chairman H olifield. Well, it would be difficult unless it comes within the next 2 or 3 days, for us to include it in the prin ted record.
Mr. Sweeney. With your permission, I  will proceed, Mr. Chairman?Chairman H olifield. Yes; proceed.
Mr. Sweeney. Air. Chairman, members of the subcommittee, the I n

ternat ional Brotherhood of Teamsters appreciates the op portunity to 
appear here in support of H.R. 11793, a bill proposing  the creat ion of 
an executive agency which is to be known as the Federa l Energy Administra tion, FEA . This agency will provide  the necessary regulatory 
function which will be needed to administer a comprehensive national energy policy.

Since our energy situation is presently in a crisis status, short-term 
solutions are  necessarily imperative. We believe the bill is designed to 
effectuate these solutions inasmuch as certa in functions of the ex isting agencies, such as the Department of Interior,  the Federa l Energy 
Office, and the Cost of Living Council will be absorbed into the new agency.

In addition , the bill is also designed to provide fo r implemenation of 
long-range policies, as it would authorize the FE A to plan, direc t, and 
conduct program s rela ted to the production, conservation, use, control, distribu tion, and allocation of all forms of energy.

Thus, the language of  the bill provides maximum flexibil ity in im
plementing overall national energy policy. This is especially important 
in ligh t o f the fact that  the agency proposed by H.R. 11510, the  E n
ergy Research and Development Administrat ion will be developing, 
through research activities, proposed solutions for energy resource allocations. However, we would add a word of caution.

CONG RESSIONAL MO NITO RING

The FE A will possess a great deal of power and it will require 
active oversight on the part of Congress to assume a fa ir and equitable 
energy policy. As Congressman Culver, a member of the full committee, stated in his additional views on H.R. 11510, the ER DA b il l:
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I think  it is important for the committee to set definite policy goals and to 
monitor thei r achievements through stringent oversight of the Adminis tration’s 
performance.

We agree. Th is is esp eci ally im po rtan t because overa ll pol icy  dec i
sion s wil l, fo r the most part , be housed in one agency . A  cen tra lized  
age ncy  such  as th is  is essen tia l because it prov ide s cont inui ty  and 
de pth . However , it  also  prov ide s the op po rtun ity  fo r inequi ty. For  
example , one energ y sou rce could receive more favorab le tre atmen t 
th an  oth ers , ei ther  int ended o r un intend ed.

Th erefor e,  a ctiv e o ve rsi gh t on the  p art  o f Con gress wil l help insure  
ma xim um  in pu t fro m eac h affec ted int ere st.  Alth ou gh  vig oro us over
sig ht  on the  p ar t of  Co ngres s is  essent ial,  we also  be lieve th at members 
of  th e publi c sho uld  be giv en the  op po rtu ni ty  to pa rt ic ip at e in the 
dec isionma kin g process. Thi s bil l ap pe ars to  be designed  fo r such  a 
purpo se,  bu t we believe it  m ight  be str ength ened , ei th er  th ro ug h a 
speci fic amend ment, or  in th e leg isla tive histo ry  wh ich  accomp anies 
the bill .

ADVISORY COMM ITT EES

Fir st , sect ion 5 p resent ly  prov ide s th at the A dm in is trator  of  F E A  
may pe rfo rm  ce rta in  acts , suc h as the ap po in tm en t of  advis ory  com
miss ions.  We  believe th is  should be mad e more im pe ra tiv e and less 
vo luntary.

Th us , we wou ld recommend su pp lant ing th e te rm  “to  the ex ten t 
pra cti cable , sh all ,” fo r th e p resent  language , “ma y.”

U nd er  section 5, p ar ag ra ph fou r, “T he  A dm in is trat or  is au tho riz ed  
to  ap po in t advis ory com missions.” We  belie ve th a t the mem bers  of 
the advis ory comm ission shou ld rep res ent the broade st spe ctrum  of 
in terest  which w ould  be a ffec ted by any pro posal  of  the A dm in ist ra to r.

Th is  is especia lly im po rtan t with rega rd  to  long-te rm  policies. T hus, 
w’orkers,  pro ducer s, co nsu mers, or  the ir  represen ta tiv es  shou ld be g iven 
the op po rtun ity  to serve on the se advis ory comm issions. I f  mem bers  
of th e publi c are giv en adequa te conside rat ion  du ring  th e course of 
the regu la to ry  process, it  wi ll assure  a wo rka ble  an d fa ir  resolu tion  
of  the issue.

In  sum , we s up po rt t he  purpo se  of  thi s bil l a nd  ask  th at th e Cong ress  
ena ct it  in orde r th at we may  be able  to  b egin the ta sk  of  so lving  o ur  
Nat ion’s e ner gy sit ua tio n. Tha nk  you very much, Mr . Ch air ma n.

Ch ai rm an  H olifield. Than k you very much.
You r rem ark s were  pred icated  on H.R.  11793, were  they  not?
Mr. S ween ey. I  believe so.
Cha irm an  H olifield. And  the sta ff has —we have  been wo rking  

ove r th e weekend to  tr y  t o clean up some of  th e ambig uous area s. On 
yo ur  sugges tion of  su bs tit ut in g the ph rase  “ins of ar  as pract ica ble  
sh al l” fo r “ ma y,” I  am  n ot  su re  ex act ly if  th at  w ould—we do  no t w an t 
to m ake  it  ma nd ato ry  as  to th ese  numbers .

W ha t we are  t ry in g to do i s t o set a c eil ing  where t hes e ex pe rts  and  
co nsult an ts may  be com pen sated at  ra tes  no t in excess  of  the ra te  
prosc ribed fo r GS -18 , and so fo rth; and I  th in k it is custo ma ry la n
guage to  say “The A dm in is trat or  may employ  exp ert s, e xp er t w itnesses, 
an d consult an ts in acc ordance wi th section 3109. . . .’’As  to  advisory  
com mit tees , we hav e changed th at  somewh at. “T he  A dm in is trator  is 
au thor ize d to establ ish  ad viso ry  b oards , in acc ord anc e wi th the  p rov i-
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sions of the  Federal Advisory  Committee Act,” that is a recent law on 
the conduct of those advisory committees, “to advise with and make 
recommendations to the Admin istra tor on legislation, policies, ad
minis tration, research, and other matte rs.”

Now, I agree with  the gentleman th at the people th at  are recruited 
for these jobs should be from as wide a base as possible, and i t may be 
tha t we can, without being explicit—it is very hard to be explicit with 
out excluding others, you know. We may be able to take care of tha t 
thou ght in the  report. We may be able to take care of th at  at the po int 
tha t it is submitted to the will of the committee th at these things be accomplished.

But  the Chair wishes to thank the gentleman fo r his appearance here today, and I  yield to Mr. Horton.
Mr. H orton. Mr. Chairm an, I  do not have any questions. Thank you, Mr. Sweeney, for appearing.
Chairm an H olifield. Mr. S t Germain ?
Mr. St Germain. No questions. I thank the witness for appearing.
Chairman Holifield. Mr. Brown ?
Mr. Brown. Mr. Chairman, just  one observation in connection with 

the reservation  tha t the gentleman made on page 3 about the public 
being involved in the development of policies and the procedures by 
which those policies should be implemented. I want to reassure him 
tha t in  the legislation passed by the Inter stat e and Foreign Commerce 
Committee, where there were to be plans developed, as I understand 
it, th at legislation now calls for  fu ll part icipation by the public. I  as
sume this is a major area of concern to  the  gentleman because of the organization  he represents.

I would assume tha t this  legislation also presumes that kind of 
public participatio n in te rms of advisory boards. And certainly, if  not, 
those of us who are interested in dealing with the  problem in this  way would not be as enthusiastic abou t it.

Chairman Holifield. Well, the Cha ir agrees with the gentleman, and 
we hope the staff will prepare language for the report tha t would 
indicate the opinion of the committee on th is matter. Than k you very much, sir.

Mr. Sweeney. Thank you very much, Mr. Chairman.
Chairman Holifield. Mr. Riordan is our next witness, Franc is J. 

Riordan, commissioner of the New Hampshire Public Util ities  Commission.
Mr. Rio rdan, will you introduce your  associates to the members, and also state who you are representing on this ?

STATEMENT OF FRANCIS J. RIORDAN, REPRESENTATIVE, NA
TIONAL ASSOCIATION OF REGULATORY UTI LITY COMMISSION
ERS ; ACCOMPANIED BY KEN NET H E. HARDMAN, DEPUTY AS
SISTANT GENERAL COUNSEL; AND DAVID JEWELL, TREASURER

Mr. Riordan. Mr. Chai rman, members of the committee: On my left 
is Mr. Kenneth E. Hardman,  who is a deputy general counsel for the 
National Association o f Regulatory  Utili ties Commissioners. On my 
right is David  A. Jewell, t reasurer  of the same organizat ion. My name 
is Fran cis J.  Riordan. I am a commissioner on the New Hampshire 
Public  Utili ties Commission, a position I have occupied since Jan-
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ua ry  3, 1964, an d a pa st  pres iden t of  NA RU C,  an d a mem ber  of  its  
executive committ ee. I  am  a pp ea rin g before y ou as  a  r ep resentati ve  of 
th e Na tio na l Assoc iat ion  of  Re gu la tory  U ti li ty  Com mission ers,  com 
mo nly  known  as  NAR UC .

I  was to  be acc om pan ied  here toda y by Geo rge  I.  Bloom, ch air man  
of  the Pe nn sy lva nia Pu bl ic  U ti lit y Com mission , and also past pre si-  

« de nt,  and a mem ber  of  th e executive commit tee.  But  he is tie d up  at
th e presen t tim e in a meetin g ove r at  t he  F ed eral  Po we r Commiss ion.

Th e NA RU C is a quasi -go vernm ental  nonprofit  organiza tio n 
foun ded in 1889. W ithi n its  membership  are  t he  governm ental  bodies

• of  th e 50 State s a nd  of  th e Dis tri ct  of C olumbia, Ja maica , P ue rto R ico, 
an d th e Vi rg in  Is land s engag ed in th e regu la tio n of  ca rri er s an d 
ut ili tie s. The mission  of  th e NA RU C is to im prove th e qu al ity  an d 
effec tiveness o f public  re gu la tio n in A merica.

Th e mem bers  of  the NA RU C ap prec ia te  th e op po rtun ity  you have 
giv en me as t he ir  spokesm an to make th ei r v iews known on H .R. 11793, 
a bi ll to  reo rga niz e an d con sol ida te ce rta in  func tio ns  of  th e Fe de ra l 
Go vernm ent in a new Fe de ra l En er gy  Adm in is trat io n in or de r to 
pro mo te m ore efficient m anagem ent of such fun ctions.

One , my sta tem en t co nta ins vario us  reference s to  th e bil l an d its  
purpo ses , a nd  a s I  am su re  you are  a ll aw are , M r. Ch airm an , t he  S ta te  
regu la tors  of  Am erica  are on the front line s of  t he  ba ttle to  prov ide  
Am eri can s the energ y th ey  need to func tio n as a na tio n,  an d at  pr ice s 
th a t are b oth  jus t a nd  reasonab le.

I  m ight  add  t hat my colleagues have occup ied the se fr on t line posi
tio ns  fo r ma ny y ears now , an d in all  mo des ty have  d one  an ou ts ta nd 
ing job  in the face  of  a never-e nd ing  serie s of tr ia ls  and viciss itud es. 
Fr om  th ei r posit ion  in  th e field, the St at e regu la tors  hav e lon g been 
aw are of  t he  s tea di ly encro achin g energ y dil emma  t ha t now  faces o ur  
Na tio n, and ove r th e y ea rs have  tak en  w ha tever measure s were a t th ei r 
disposal  t o tr y  an d pr ev en t an d/o r all ev iat e them. And  we have made 
ou r sha re  of m istakes , r ig h t a lon g w ith  everyone else.

We  have a t tim es been fr us trat ed  by the pr ol ifer at io n of  Fe de ra l
• agencies conc erned wi th  energ y mat ters  with  wh ich  we have ha d to  

deal . My sta tem en t fu rt her goes alo ng  to  co nta in  major  ene rgy- 
re la ted  resolu tions pas sed  by  NA RU C over the pa st  few  yea rs, run-

•  ni ng  from  1971 on t hr ou gh .
Ch ai rm an  H olifield. T hat lis t wil l be pr in te d in  the reco rd. 
[S ee ap p.  2, p. 210.]
Mr.  R iordan. Tha nk  you  very much .
Al l of  which leads me, Mr.  Ch air man , to  a ce nt ra l po in t th a t I 

wou ld like  to make th is  aft erno on . T hat is th a t th e A dm in is trator  
of  the F E A  and his  sta ff sho uld  make every  effort  to  consult  bo th 
fu lly  an d fre qu en tly  with  th e Sta tes . Th e St at e regu la tors  of  A mer 
ica com pri se a tre mendo us  resource of  ta le nt  an d experience in th is  
very field, which no t only sho uld  be ut ilized by t he  Fe de ra l Go vern
me nt bu t, in my opinion , mus t be ut ilized if  we ar e to  tr iu m ph  ove r 
the  ad ve rsi ty  we now face .

STATE OFFICIALS’ IMPLE MENTI NG ROLE

I am sure th at  I do no t have to  rem ind  th e members  of  th is  com 
mi tte e th at , whi le it is all  well  and good fo r broad policy  decisions 
in fields  such as energ y to  be mad e in W ash ington , it  st ill  mu st fa ll

2 6 -7 2 5  0  - 74  - 8
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to those on the State  level to implement these policies. Sta te officials 
are close to the people, aware of thei r needs, and can be responsive to 
them fa r more so than  administrators  stationed in far-off 
Washington.

For instance, last Tuesday Chairman Joh n N. Nassikas, of the 
Federa l Power Commission wrote to the President  of the NARUC 
asking for a meeting to be held today between Commissioners of the 
FPC , representatives of the FE A,  and commissioners f rom as many 
State  regu latory  agencies as can attend on such short notice. Appendix 
B to my prepared  statement carries a copy of the letter.

The purpose of this meeting is to consider actions which all of 
the affected agencies may under take to meet the current fuel 
emergency.

I am pleased to state, Mr. Chairm an, tha t we know that 32 State 
commissions are represented at this  important meeting, which is deal
ing with such vital questions as how to trans fer power from one region 
of the Nation to another. This meeting is going on at this very mo
ment, while I am here at this  parti cul ar hearing.

I would submit tha t this is vivid proof of my contention tha t the 
State  commissioners and other ap prop riate  State officials must be made 
a par t of the equation.

CON SUL TATIO N W IT H  STATE REGULATORS

For  that  reason, Mr. Chairman , we are submit ting for the committee’s 
consideration two proposed amendments to the bill which would re
quire the FE A Administrator to consult, on a continuing  basis with 
the appropr iate  State officials, including S tate Public Util ity regula
tors, responsible fo r assuring the availability  of adequate energy sup
plies to consumers a t prices tha t are both just  and reasonable. A copy 
of these amendments are a ttached  to  my testimony under the heading 
appendix C.

One specific issue I  would like to  raise is the question of fuel alloca
tion. Ours is, after  all, a technological society and a very complex one at 
that.  In  order to decide which industr ies and groups of people will 
receive p rior ity and what criteria  will be used to arrive  a t these deci
sions, the FEA  must engage in fu ll consultation with the S tate regula 
tors and othe r appropria te officials who are, by experience and train ing, 
uniquely qualified in this area.

In this manner the people of our 50 States can rest assured that they 
will have an effective advocate act ing on their behalf within the coun
cils of government.

The State regulato rs are familia r with such issues as:
What will the impact of fuel allocations be on the emplovment s itua

tion within a given State  ?
The need to arrive at such decisions in a manner tha t is both  open 

to the public and fai r to all parties concerned.
The need to allocate energy producing facilities  fair lv among the 

various geographic regions of  our Nation.
The necessity of designing regulat ions that will accomplish the 

job with a maximum amount of fairness and effectiveness and a maxi
mum amount of bureaucracy.

The need to keep Federal thinkin g focused on the vital issue of energy 
conservation, which must play such a key role in our efforts.
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The g reat  need to promote a cohesive and fa r reaching program of 
energy research and development, without which America can never 
achieve the energy independence it so badly needs.

There are many States,  and regions comprising more th an one Sta te, 
tha t have energy problems peculiar to the ir own geographic boundaries. 
These problems, by the ir very nature,  would seem to defy solution by 
some broad brush approach conceived at a dista nt Federal level. In 
short, these statewide and regional problems can only be solved bv 
including the appropria te State authorities in the decisionmaking 
process.

For  instance, the recently completed New Brunswick tie-in con- 
trbutes a substantial amount of our regional requirements. Other 
regions, I  am sure, have the ir own situations, equally unique.

As the members of this committee know, there are  many facets of the 
energy dilemma, almost all of them requir ing a substantial input from 
State regulators.

Suffice it  to say tha t those of us on the fron t lines of this battle  are 
ready, wi lling, and able to assis t the Federa l Government in i ts efforts 
to combat this emergency, whatever those efforts might  be. Our only 
plea is that our expertise, developed over these many years, be put to 
use in a vigorous and meaningful manner.

The NARUC s trongly suppor ts the immediate passage of this vital 
legislation. And to that  I add my own personal support in the strong
est possible terms. This legislation is a logical and  necessary first step 
to confront and meet head on this Nation’s greatest challenge, the 
energy emergency. Because we have a problem we need not panic or 
despair. From the current advers ity must  emerge what has been called 
the new energy ethic. Conservation, environmental concern, and 
prompt development of domestic resources will assure the continued 
strength, development and progress of the Nation.

I would thank the chairman and member of this committee.
Chairm an Holifield. Thank you, Mr. Riordan.
Mr. Hortox. There is one comment I have. You make reference to 

a proposed set of amendments which you list under appendix C, which 
would require consultation. I think generally the idea is good. I am 
not sure whether we could include tha t specific language, but I as
sume that,  in lieu of the language, we could put into the report recom
mendations along these lines. That  would probably meet your sug
gestion. would it not ?

Mr. Riordan. I believe it would. This statement was predicated some
what on the bill that  appeared  before the  Senate, and as a consequence 
we have had not the abili ty or the opportunity to scrutinize closely 
the House bill, and perhaps any tailo ring  of it tha t would achieve 
the broad objectives which we have set forth in my statement would 
certainly be acceptable. Our  Washing ton office would stand ready to 
assist.

Mr. Hortox. Tha t is very helpful, and I would like to thank you 
again for your testimony, and for the time that you took in analyzing 
this bill. T think it is very helpful .

Mr. Riordan. Thank you very much.
[The prepared  statement of Mr. Riordan  follo ws:]
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P repared Statement of F ran cis J.  R iordan, Representa tive, National 
Association of R egulatory Utility  Comm issio ner s

Mr. Chairman and Members of the  Com mittee:
My name is Francis  J. Riordan. I am a Commissioner on the New Hampshire 

Public Utilities Commission, a position I have occupied since Janu ary 3, 1964, 
and a past President of NARUC, and a member of the Executive Committee. I 
am appearing before you as a represe ntative  of the National Association of Regu
latory Utility Commissioners, commonly known as the  “NARUC.”

I am accompanied here today by George I. Bloom, Chairman of the Pennsyl
vania Public Utility Commission. Chairman Bloom is also a past President of 
NARUC and also a member of the Executive Committee.

The NARUC is a quasi-governmental nonprofit organization founded in 1889. 
Within its membership are the governmental bodies of the fifty States and 
of the Distric t of Columbia, Jamaic a, Puerto Rico and the Virgin Islands en
gaged in the regulation of carr iers  and utilities. The mission of the NARUC is 
to improve the quality and effectiveness of public regulation in America.

The members of the NARUC apprecia te the opportunity you have given me 
as their  spokesman to make th eir views known on H.R. 11793, a bill to reorganize 
and consolidate certain functions of the Federal Government in  a new Federal 
Energy Administration  in order to promote more efficient management of such 
functions.

Mr. Chairman, the bill before this committee is the Adminis tration’s pro
posal for a Federal Energy Administration (F EA ). The FEA would be an 
independent executive agency responsible for carrying out operational func
tions in the immediate energy emergency w ith a congressionally mandated life
span of two years.

During those two years the FEA Administrator  would be the Preside nt’s 
advisor on all aspects of energy policies, both foreign and domestic, including 
the production, conservation, allocation and control of fuels. In short it will 
make decisions tha t will touch the lives of every American, and, by extension, 
citizens of many other nations in the world.

The FEA would gather unto itsel f the various thread s of energy jurisd ic
tion tha t are now scattered  among a number of offices, and agencies of the 
Administration thus permitting the Administrat ion to consider the various 
aspects of the energy crisis in a cohesive and coordinated manner.

The bill will provide for the development of systems for obtaining and analyz
ing data  with respect to energy reserves, production and demand in all sectors 
of the economy.

It  also provides for a policy, planning and regulations  office to develop strategies 
for overall shortages and various options for dealing with specific product 
shortages—allocation surcharges, rationing, and publications of regulations. 
It  will develop specific regulations and implementing procedures for allocating 
crude oil, residual, jet  fuel, gasoline, middle distil late and other fuels, and 
set prior ities and classify users.

The proposed Operations and Compliance Office will act as the operating, 
implementing body for administering petroleum and gas distrib ution and con
sumption programs.

The proposed Energy Conservation and Environment Office of FEA will pro
mote efficiencies in the use and development of energy resources, and coordinate 
Federal, State, and local energy conservation programs.

The proposed Intern ational Policy and Programs Office will concentrate on all 
inter natio nal and national security factors tha t are specifically energy oriented.

Finally, the proposed Energy Resource Office will faci litat e implementations 
of the Presid ent’s program to develop the capability for nation al self-suffi
ciency in energy supplies and to assure  tha t this goal is met with adequate pro
tection for  our environment

As I am sure you a re aware, Mr. Chairman, the State  regula tors of America 
are on the front lines of the bat tle to provide Americans the energy they need 
to function as a Nation and at prices th at are both j ust  an d reasonable. I might 
add tha t my colleagues have occupied these front line positions for  many years 
now. and, in all modesty, have done an outstanding job in the face of a never- 
ending series of tr ial and vicissitudes.

From thei r position in the field the State  regulators have long been aware  
of the steadi ly encroaching energy dilemma tha t now faces our Nation and, 
over the years, have taken whatever measures were at the ir disposal to try 
and prevent and, or a lleviate it.



113

And we have made our  sha re of mis takes right along  with everyone else. 
We have  at  times been frus tra ted by the  pro life rat ion  of Fed era l Agencies 
concerned with energy ma tte rs with which we have  had  to deal.

The following lis t contains  the  ma jor  energy-related resolutions passed by 
th e NARUC over the  past few years :

NARUC 1971 Convention R esolutions Re—
Shor tage  of Coal an d Gas .
Urging Pro mpt Approval  of Pipelin e Construct ion Permit by United States 

Depar tme nt of I nte rio r
(NARUC 83rd Annual Convention Proceedings (1971), pp. 182,184.)
NARUC 1972 Execut ive Committee Resolu tions  Re—
Arct ic Gas Supply
(NARUC Bu lletin  No. 12-1972, p. 9) .
Air Quality Sta ndard s fo r S ulp rur  Diox ide Emissions
Shor tage  of Natu ral  Gas Supply
(NARUC Bu lletin No. 37-1972, p. 8.)
NARUC 1973 Execu tive Committee Resolutions Re—
Oil and  Gas Pipelines from Alaska
Review of Fuel Supply
Env iron men tal Impact Study of Oil and Gas Exp lora tion  and  Development 

Off-Shore Atlant ic Coast
(NARUC Bulle tin No. 11-1973, pp. 14-15.)
Energy Shor tage
Changes in the  National  Enviro nmenta l Policy Act of 1969
Oil and Gas P ipelines from Alaska
Relie f from License Fee for  Imp orted Naptha, Oth er Dis till ates and  Natural 

Gas Liquids a s a  Feedstock
(NARUC B ulle tin No. 2S-1973, pp. 7-10.)
NARUC 1973 Convention Resolutions Re—
In Support  of Conservation of Na tur al Gas and  Electricity  To Be Offered 

Through Insula tion Prog rams
Bidding fo r Off-Shore Oil an d G as Leases
Mandatory Fue l Allocation Program
Energy  Conse rvation
Long Term Energ y Research
(NARUC Bulle tin No. 42-1973, pp. 16-24.)
I have appended copies of these resolutions to my sta tem ent  and  I would ask 

that  they be made a pa rt of the record. (See appendix 2, par t 1, p. 210.)
All of which  leads me, Mr. Cha irman, to the  cen tra l point th at  I would like 

to m ake th is morning.
Th at  is th at  the Adminis tra tor  of the FEA, and his staff, should  make every 

effort to consul t both fully and  frequently with  the States .
The Sta te regu lato rs of America comprise a tremendous resource of tale nt 

and  exper ience  in thi s very field wh ich not only should be u tilized by th e Federal  
Government, but, in my opinion, mu st  be utiliz ed if we are  to triu mp h over the  
adversi ty we now face.

I am sure I don’t have to remind the  members of thi s committee that  while  
it is all well and good for  broad policy decisions  in fields such as energy to be 
made in Washington, it  still  must fal l to those  on the  Sta te level to implement 
those policies.

Sta te officials a re close to the  people, awa re of the ir needs and can be respon
sive to them, fa r more so tha n adm ini str ato rs stat ioned in fa r off Wash ing
ton, D.C.

For  instance,  las t Tuesday Cha irman John  N. Nassikas, of the  Federal  Power  
Commission (FP C) wrote to the Pre sident  of the  NARUC a skin g for  a meeting 
to be held today between Commissioners of the FPC, rep resentativ es of the  FEA 
and  Commissioners from as many Sta te regu lato ry agencies as can att end on 
such sho rt notice. (See appendix 2. par t 2 for  a  copy of the le tte r p. 220.)

The purpose of this meet ing is to consider actio ns which all  of the affected  
agencies may und erta ke to meet the  curr ent fuel emergency.

I am pleased to stat e, Mr. Cha irman, th at  we know that  32 S tate commissions 
are represe nted  at  this important meet ing which is deal ing with such vital ques
tions  as how to tra ns fer power  from one region of the Nat ion to another.  The 
meeting is  going on a t thi s very moment.

I would submit that  thi s is vivid proof of my conte ntion  th at  the  Sta te Com
missioners, and other appro pri ate  Sta te officials, must be made  a pa rt of the  
equat ion.
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For th at  reason, Mr. Chairman, we are  submitting for the committee’s con
sideration two proposed amendments to the bill which would require  the FEA 
Administrator to consult, on a continuing basis, with the appro priate  State 
officials, including State public utili ty regulators, responsible for assuring the 
availability of adequate energy supplies to consumers a t prices th at are both jus t 
and reasonable. A copy of these amendments are attached to my testimony under 
the heading appendix 3, par t 3 (see p. 2 20) .

One specific issue I would like to raise  is the question of fuel allocation. Ours 
is, after all, a technological society and a very complex one a t that . In order to 
decide which industries  and groups of people will receive priori ty and what 
crite ria will be used to arriv e at  those decisions the FEA must engage in full 
consultation  with the State  regulators and other approp raite officials who are, 
by experience and training, uniquely qualified in th is area.

In this manner the people of our 50 States can rest assured  th at they will have 
an effective advocate acting on the ir behalf within the councils of government.

The State regulators are fam iliar with such issues as :
What will the impact of fuel allocations be on the employment si tuatio n within 

a given Sta te?
The need to arriv e at such decisions in a manner th at is both open to the pub

lic and fa ir to all parties  concerned.
The need to allocate energy producing facilitie s fairly  among the various 

geographic regions of our Nation.
The necessity of designing regulations tha t will accomplish the job with a 

maximum amount of fairnes s and effectiveness and a minimum amount of 
bureaucracy.

The need to keep Federal thinkin g focused on the v ital issue of energy conserva
tion which must play such a key role in o ur efforts.

The grea t need to promote a cohesive and fa r reaching program of energy 
research and development withou t which America can never achieve the energy 
independence it so badly needs.

There are many States , and regions comprising more t han one State , tha t have 
energy problems peculiar to the ir own geographic boundaries. These problems, 
by their very nature, would seem to defy solution by some broad brush approach 
conceived at  a d istan t Federal level. In short  these State-wide an d regional prob
lems can only be solved by including the appropriate  State autho rities  in the de
cision-making process.

For instance, the recently completed New Brunswick tie-in contributes a sub
stantial amount of our requirements. Other regions, I am sure have thei r own 
situation s, equally unique.

As the members of this committee know there are many facets  of the energy 
dilemma, almost all of them requir ing a substantia l input from State  regulators.

Suffice it to say tha t those of us on the  front lines of this battle are  ready, wi ll
ing and able to assist the Federal  Government in its efforts to combat t his emer
gency wh atever those efforts might be. Our only plea is t ha t our expertise, devel
oped over these  many years, be put to use in a vigorous and meaningful manner.

The NARUC strongly supports the immediate passage of this vita l legislation. 
And to th at I add my own personal support in the strongest possible terms. This 
legislation is a logical and necessary first step to confront and meet head on this  
Nation’s greatest challenge, the energy emergency. Because we have a problem 
we need not panic or despair. From the curre nt advers ity must emerge wha t has 
been called “The New Energy Ethi c”. Conservation, environmental concern and 
prompt development of domestic resources will assure the continued strength, 
development and progress of the  Nation.

Once again, Mr. Chairman, on behalf of the NARUC I thank the committee for 
this opportunity  to present our views on this most im portan t piece of legislation.

Thank you.

[Note.—Enclosures to Mr. Riordan's statement are print ed as app. 
2. p. 210.1

Chairman H olifield. Thank yon very much for your testimony. We 
will take it into consideration.

The meeting will adjourn unti l 7 p.m. today,  at which time we will 
have Mr. Simon, Under Secre tary of the Treasury, and Mr. Dunlop, 
who was here today for a while. We will try  to get him on by 8 :30.
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The meeting is adjourned.
[Whereupon, at 3 :40 p.m., the subcommittee recessed, to reconvene 

at 7 p.m., the same day.]
EVENING SESSION

Chairman Holifield. The committee will be in order. We will con
tinue  our testimony on H.R. 11793. Tonight we are to have as our 
first witness Hon. William E. Simon, Deputy Secretary of the Treasury 
and Administrator of the Federa l Energy Office. You are now head 
of the energy agency created by Executive order, are you not?

Mr. Simon. Ye s,si r; Mr. Chairman.
Chairman Holifield. Federal Energy  Office ?
Mr. Simon. Yes, sir.
Chairman H olifield. This will become the Federa l Energy  Admin

istra tion ?
Mr. Simon. Yes, sir.
Chairman Holifield. All right . Mr. Simon, you may proceed.

STATEMENT OF WIL LIAM E. SIMON, DEPUTY SECRETARY OF
THE TREASURY AND ADMINISTRATOR OF THE FEDERAL
ENERGY OFFICE;  ACCOMPANIED BY JOHN SAWHILE, DEPUTY
ADMINISTRATOR

Mr. Simon. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, I appreciate the 

speed with which your committee has acted in scheduling these hear
ings and for the fine spir it of cooperation which you, Mr. Chairm an, 
and the other members have displayed in responding to our request 
for rapid action.

Before discussing why this Federa l Energy Administration is so 
important to the development of energy policy, I think  it is important 
to outline for you where we have been with respect to energy policy, 
and where we plan to go from here. T radi tionally , energy policy has 
been narrowly defined as a national security issue.

However, I view it as much more than that.  Our security rests on our 
economic well-being, and our economic well-being rests in a significant 
way on the  availabili ty of plent iful supplies of energy at reasonable 
cost. Seen in this way, energy policy bears a direc t relation to eco
nomic conditions and is essential to understanding  how our economy 
functions.

LAGGING ENERGY SUPP LY

The first thin g to understand is tha t the demand for energy has 
been increasing  con tinually  w hile our supply has  not. With 6 percent 
of the world's popula tion, we are consuming about 35 percent of the 
world’s energy. Furthermore, the demand for energy in this country 
is growing at an annual rate of about 4 percent and, by 1990, our 
energy needs w ill have doubled tha t of 1973.

Much of this  increase in demand will be reflected in an increase in 
the demand for oil, which has grown in part because there has been 
a shift away from coal to oil and in par t because of the inab ility  to 
obtain natu ral gas, another alternative  to oil. Domestic demand for 
oil has increased from 15.1 million barre ls a day in 1971 to 18 million
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this year, and will increase to about 21 million in  1975 and to approx imately 25 million in 1980. Oil and gas now account for about 65 percent of the w’orld energy consumption and 78 percent of U.S. energy consumption.
In  the face of th is increasing demand, however, our domestic petroleum industry has not been expanding:
Domestic produc tion last year began a slow decline to which no early end was foreseen, even though virtually all of our wells were producing at 100 percent of capacity for  the first time in history.U.S. refining capacity  actually decreased by 11,000 barrels per day in 1972, even though the demand grew’ by over 1 million barrels  per day. Prior to the President ’s energy message on Apr il 18, no new’ refineries were under construction. Furtherm ore, expansion of existing refineries had nearly ceased.
Grow’th in the capacity of the industry had come to an end for a number of reasons, including environmental restrictions which made it difficult to find acceptable sites for new’ refineries, oil import restrictions which created uncerta inty about supplies  of crude oil, and tax and other  economic benefits which made it more profitable to invest abroad than in the United States.
As a result of these developments, oil impor ts rose dram atical ly in order to meet growing U.S. demand, and much of the new import supply came from the Middle Eas t. Now’, it is estimated th at imports  of foreign oil will increase from 27 percent of to tal U.S. consumption in 1972 to about 33 percent in 1973, to  over 50 percent by 1980. It  is for this reason th at we are vulnerable to an Arab  nations ’ boycott.But let us briefly review some facts about the current sho rtag e:Roughly 85 percent of the energy consumed in the United  States is available from domestic sources.
About ha lf of U.S. energy requirements  come from oil.
The impact of the Arab boycott is expected to be a shor tfall  of about 7.5 percent of total U.S. oil requirements for the fourth quarter  o f 1973 and about 17.3 percent for  the first quarter of 1974.This magnitude of shortage need not lead to despai r concerning its impact on the economy as timely conservation and other measures are put into place. I do recognize that  the impact of the shortage would differ througho ut the economy because some industries , like transporta tion, exclusively utilize petroleum or its products, and in others, possibilities of substitution of energy sources are limited.However, it is important to realize that we have been a nation of grea t energy wastrels. With  6 percent of the world’s population, we consume over one-third of the w orld’s energy and obviously there is a lot of w’aste in tha t consumption. We have been accustomed to an overabundance of  cheap energy. That  day has ended. We must change our lifestyles and be more thoughtful.
I believe tha t the American people will respond, and I do not accept dire forecasts that  industry will bear the full burden of the shortfall. There is no question tha t indus tries will have to improve the efficiency of the ir energy utiliza tion, but our main thrust  will be to get the consumer to save, so that there  w ill be the least possible effect in indus trial production  and employment.
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CONSERV ATION MEA SURES

Our studies show tha t conservation measures affecting gasoline, 
heating oil, and electricity could meet much of this deficit. Along 
these lines, the  President  recently announced a number of conserva
tion steps.

Among other things, he has asked tha t retail  sales of gasoline be 
stopped on Sund ays ; he has proposed a mandatory gasoline allocation 
program covering wholesale and retai l stores; he has asked refineries 
to reduce gasoline deliveries to wholesalers and retail ers; he has asked 
for a voluntary 50-mile-per-hour speed limit  for automobiles and a 
55-mile-per-hour limit for buses and trucks, which will become 
mandatory as soon as Congress passes emergency energy legi sjat ion ; 
he has proposed to ban promotional, display, and ornamental light
ing by commercial establishments once legislative author ity is granted . 
I believe these ac tions will produce results. They are the first steps, 
but many other measures must be taken.

As such, the Federal Energy Administra tion will provide us with 
the necessary framework to take the needed actions. A major 
problem in dealing with energy matte rs has been the fact tha t too 
many energy-related responsibilities have been dispersed throughout 
the Government. The Federal  Energy Administra tion will pull all 
those elements together in one unified body, thus  enabling us to act 
on energy policy immediately. We will be pursuing a number of in
terre lated  goals.

FEA  GOALS

We will seek to minimize the economic impact  o f the  energy short
age throu gh conservation of energy by the consumer and more effi
cient utilization of energy by industry.

We will maintain a flexible approach. We must put  sound, long- 
range policies into place, but we must also be able to adjust to short
term needs.

We will actively seek the advice and cooperation of the Congress, 
State and local governments, indus try, and the consumer. We will 
establish advisory groups representing every region of the country  in 
order to assess the ir par ticu lar energy needs as we adopt various 
policies.

Fur ther, it  is only through a cooperative approach with the Congress 
that  the public can be served. We have discussed plans for this  new 
organization with  a number of congressional leaders, and they assured 
us o f th eir enthusiastic support. We will continually seek the advice 
and assistance of Congress as we formulate and implement energy 
policy.

Finally, we will act. Energy  policy now calls for action, and we will 
do whatever is needed to pu t this country  on the road to self-sufficiency.

Many actions have already been taken to brin g our short-te rm 
emergency situation under control. Other actions are already in prep
aratio n for implementation as soon as possible. It  might be useful to 
summarize these by type of fuel source involved.

I could skip this for the sake of time, Mr. Chairman. I am sure 
some of your questions will relate to this.

Chairman Holifif.ld. It will be made part  of the record.
[The information r eferred to follows:]
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JET  FUEL

The projected first quar ter shortage is 400,000 barrels per day (32.2% of demand.
Beginning J anuary 7, 1974, all carr iers  will be allocated 15% less than their 1972 levels.

GASOLINE

The projected first q uarte r shortage is around 1,480,000 barre ls per day (22% of demand).
The decision to adopt a gasoline allocation program was announced on November 27. Initia l allocations will be made at  a rate  of 15% below projected first quar ter demand (5% below 1972 demand) , consistent with expected initia l shifts in refinery production.
Refineries have been asked immediately to begin reducing delivery to wholesalers and retai lers by 15%.
The President  has directed the Secretary of Transportation to give prior ity to grant appl ications for the purchase of buses for mass tr ans it under the authori ty of the Federal Aid Highway Act of 1972 and the Urban Mass Transportation Act. (Approximately $1.8 billion per year is available for urban highway and urban mass tran sit capital assis tance.)
The Cost of Living Council has announced price increases to encourage shifts in refinery output so as to increase supplies of fuel oils and vital petrochemical feedstocks.

MIDDLE DISTILLATES

Current  shortages of 900.000 barrels per day (17.5% of demand) can be reduced by a refinery shift of 400,000 barrels  per day.
Proposed regulations for ration ing middle distill ates to end users were published in the Federal Register on Tuesday, November 27. These require a 6° reduction in residential  thermostats, a 10° reduction in commercial heating, and a 10% reduction in industr ial use.
Prior ity will be given to fuel production activities, public passenger transportation, food production and processing, and essential community services. Final regulations  will be effective December 27, 1973, but voluntary compliance is expected sooner.

RESIDUAL OIL

Curren t shortages are estimated at 860.000 barrels per day (24% of demand).The conversion of oil burning electrical generation plants to coal will save 200,000 barre ls per day by the  end of the first quarter  of 1974. Steps to implement the switches will begin this week.
Power will be diverted from the U.S. Atomic Energy Commission facilities producing enriched uranium for nuclear  power plants when no alternate  source of power ex ist s; conservation measures are inadequate  to meet the need; and the power is required to replace electricity lost temporarily while utilitie s convert from oil to coal.
Final  regulations to prevent power p lants and industr ies from switching from coal to oil were published on November 27 and will be effective December 7.Switching of refinery outputs from gasoline to middle d istilla tes and residual fuels, either by providing price incentives through COLC regulations or by governmental mandate when authority is available.
Allocation programs for crude oil, residual fuel oil, and other  petroleum products as specified in the Emergency Petroleum Allocation Act of 1973.
Switching of twenty six utili ties  from oil to coal, principally in the east.Negotiations for voluntary switching  will begin this week with selected utilities.
Conversions will be mandated at  selected p lants once legislative authority is provided.
Mr. Simon. Yes, sir.
In addition, Mr. Chairman, our office will be evaluating  many fur

ther actions and ideas, many of which have been advanced here in 
Congress. As we reach the point of understanding the payoff and 
impact of each approach, we will want to discuss the results of these 
assessments publicly before we take action.

Some of these ideas include:
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Use of coupons, price increases, taxes, or a combination of the  three 
to br ing gasoline consumption in line with demand at the lower levels 
of expected supply;

Conversion of commercial airliners from kerosene jet fuel to naph tha 
jet fuelj

Surcharges  to discourage excessive use of natu ral gas and 
elec trici ty;

Additional mandatory conservation measures, inc luding : increased 
reductions in energy consumption by the Federal Government; pro
hibit ing the use of off-road vehicles and power pleasure boats;  banning 
the advertis ing and sale of central electric resistance heating  systems.

Fina lly and perhaps most impor tantly , it will be the role of the 
Federal  Energy Administration to expedite the development of every 
domestic energy resources as rapid ly as we can. I  want FEA  to become 
a strong positive force which works with industry, the  Federal Govern
ment, State and local jurisdictions, financial institutions, the tra ns
porta tion indust ry, and others to cut the redtape, overcome iner tia, and 
find the fastest way to produce grea ter domestic supplies of energy 
of all kinds.

I also urge the Congress to continue its  rapid action on the proposal 
to create the E nergy  Research and Development Adminis tration.  The 
Federa l Government urgen tly needs this high quality  research and 
development organization so that  it can get working on an expanded 
and better balanced research and development for all sources of 
energy. The combination of EPA  for policy and operations, and ERDA  
for R. & D. will give us the  powerful institu tions we now lack to carry 
the Federa l Government’s growing responsibilities to the Nation in 
the most effective manner.

In  closing, I  would poin t out tha t by placing all energy policy and 
implementation under one roof, we will make sure th at in the shortrun 
we will institute  policies and programs that will minimize the economic 
impact  of this shortage, while provid ing assistance and incentives 
for the longer-run to build  the necessary facilities to accomplish our 
goal of self-sufficiency.

DECISIONS MAY BE UNPOPULAR

Many of the decisions we will make will not be popular. The 
choices will be hard, bu t we will take whatever action is necessary. We 
are pointing toward voluntary actions backed up by simple self -regu
lating programs where necessary. We also feel that State and local 
government should have a large role to play, both in deciding how 
Federal programs will be set up and in actual on-the-ground admin 
istrat ion of them.

Two things are required now. F irst , s trong  Government leadership, 
and second, and most important,  the continuing  cooperation of the 
American people. Americans trad itionally respond to a crisis in a 
patrio tic way. This is what has made our country so great. This way 
we will put policies and programs into  place to bring on the  a lternate 
sources of energy in order to assure us tha t we will never again be sub
ject to economic and political blackmail by any foreign  power. We 
have the capacity and the resources to meet our energy needs if  only 
we take the proper steps—and take them now.

Thank you.



120

Chairm an Holifield. Th ank you, Mr. Simon.
We have eigh t members present. If  we allot 10 minutes  apiece, tha t 

would take us to 8 :40 on the clock. So we will sta rt by replacing the 
5-minute rule and make it  10 minutes. The Chairm an will reserve his 
time until the  last.

Mr. Rosenthal, you are recognized for 10 minutes.
Mr. Rosenthal. T hank you.
Mr. Simon, how would you describe the power and the authority 

tha t th is new agency will have—enormous power, modest power, mod
est au thority, enormous power ?

How would you describe it ?
Mr. Simon. I would say we have sufficient a utho rity to do the job. 

It  would be comparable authority  tha t already exists in many agencies 
downtown, Mr. Rosenthal.

TRANSFERRED FUNCTIO NS

Mr. R osenthal. On page 3 of the bill, section 4(a ), i t indicates what  
functions will be trans ferred to th is new agency. I wonder if you could 
take a look at that. Fi rs t of all, it says, “All the components of the 
Office of Petroleum Allocat ion will be transferred.”

What does tha t office do ?
What policy functions does it have ?
Mr. S imon. That basically is an implementing function, Mr. Rosen

thal.  That group is handling our mandatory allocation program to 
meet the law tha t was passed in Congress where we must allocate from 
crude oil to all the produc ts involved. I t is a very complex operation. 
It  will be the largest pa rt of this FEA. It  will have 1,700 to 1,800 
people with  regional field offices to handle the allocation program.

Mr. Rosenthal. What policymaking functions if any is that com
ponent to have ?

Mr. Simon. Policymaking? It  would not enjoy policymaking, Mr. 
Rosenthal.

Mr. Rosenthal. The  next is the Office of Energy Conservation.
What functions or responsibi lity does that  depar tment  have ?
Mr. Simon. That  is wi thout a doubt our single most im portant office 

in the  near  term, other tha n al location, which direct ly implements get
ting the shortage spread a round  the country.

Conservation is the means to make it through th is winter and reduce, 
as I said in my testimony, the 6 percent of the world’s population using 
a thi rd  of the world’s energy, the waste in our system. We have to 
have this area defined, the  waste, where there will be minimum eco
nomic dislocations, and in defining the waste they will do the various 
economic studies to show us tha t we are not doing something tha t 
would be harmful to other  individuals as consumers, homeowners, et 
cetera, or industries, tha t would create loss of jobs.

Mr. Rosenthal. In  this area where you have mandatory quotas on 
the production of items such as di stillates and things like th at-----

Mr. Simon. The other  day, when you talked about mandatory 
quotas, Mr. Rosenthal—I am not sure what you meant. We sent out 
telegrams to refineries asking them to shi ft the mix. Refineries in this 
country were built to produce gasoline. They produce about 47 
percent-----
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Mr. Rosenthal. You requested them to make certain changes.
Mr. Simon. To shi ft the refineries to emphasize No. 2 heating oil, 

distillates at  the expense of gasoline.

ENFO RCEM ENT POWERS

Mr. Rosenthal. Let us assume t ha t some cooperate and some do 
not.

What enforcement power would you have i f necessary ?
Mr. Simon. When the emergency legislation passes we will have 

power. We sent out the f irst telegrams without power. We are sending 
out an additional one asking the question, what was your mix prio r 
to receiving our te legram ? Wh at is your  antic ipated  mix afterward ? 
Wha t is the timetable of the change? W hat can we expect?

I tru ly believe that we are going to get the cooperation. We will 
have the power to enforce it, Mr. Rosenthal.

Mr. Rosenthal. If  you do no t get the cooperation, we will go to  a 
mandatory system of allocation of production ?

Mr. Simon. We would tell them that they have to maximize the 
production of the middle disti llate at the expense of gasoline. The 
refinery indust ry is a very complex one. Some refineries are going to 
be able to bend and do more, due to the metallu rgical set-up in that 
refinery, in comparison with others. The ones I  have ta lked to since I  
have been on board, we are going to get their  cooperation.

Let me assure you, I will have the accurate numbers for you. It  will 
take us a t least a month to get answers from them and respond, un til 
we see definitive proof of what they are doing.

Mr. Rosenthal. In  item No. 2, the Office of Energy Conservation, 
how would you balance off the contribu tion tha t each segment is 
making?

For example, the Northeastern  section of the Un ited  States, in terms 
of heating oil, appears to be feel ing the  heaviest burden of any o ther 
part of the  country.

How would you balance i t a round the country so all Americans feel 
that they are making, they are getting an equal share, o r par ticip ating 
equally in the burden ?

Mr. S imon. We are going to do this  throug h the thermostat method, 
68 degrees. Obviously, New England is a little  bit colder than cer
tain ly the Southeast and the South. They will get a large r portion of 
the supplies tha t are available.

ALLOCATION METHODS

Mr. R osenthal. There are various levels of allocation. One is at the  
plan t, one is at the distribu tion.

Are you going to use mandatory quotas in the distribution  area ?
Mr. Simon. In  the  d istribution  area, at the present we have already 

announced 15 percent reduction through allocation at tha t level on 
gasoline, and we will get the balance on the therm ostat  as far as 
heating.

Mr. Rosenthal. That reduction in gasoline, is that a voluntary 
thin g or mandatory thing?
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Mr. Simon. That will be mandatory, there again when the legisla
tion has been passed. It has  already been announced, so they can antici
pate tha t they  will get a percentage less.

Mr. R osenthal. What I have been leading up  to, there  is much con
versation presently among our citizens tha t there were some people 
in the administra tion who wanted prices to rise to reduce consumption. 
Tha t would be the end of all balance in this society. I assume there 
are o thers who have felt there had to be an a llocation program, such 
as ration ing or something simila r to rationing. I am curious what your 
views on the subject are.

PRICE IN CEN TIV ES AN D CONTR OLS

Mr. Simon. The allocation program will not create supplies. The 
reason th at it would be advocated tha t a price increase is necessary is 
to induce additional supplies. Indeed,  in the long run it will induce 
additional supplies. We are looking at a controlled price of domestic 
crude. A year  ago it was $3.25. Today, it is controlled at $4.25.

In the two-tiered system that encourages exploration and drill ing 
in th is country, the Cost of Living  Council allowed new oil to  be free 
in price, and for each new barrel of oil th at came onstream, they could 
match i t with a barre l of old oil. This is selling a t $6.25.

Now the price of foreign crude oil, a fter it s tart s to land again af ter 
these so-called negotiations with OPE C are completed, we estimate i t 
to be between $9 and $10 per  barrel. Tha t is the supply th at is going to 
be coming into this  country.

What this  tells us, if you will, now tha t we no longer have the supply 
to meet the demand domestically th at we did for so many years, is that  
we have to have much more investment in the Outer Cont inental Shelf,- 
the N orth Slope, and the alternate sources of energy.

Until they are brough t on line, Mr. Rosenthal, when the alternate 
sources of energy are  brought on line, at  tha t poin t the price will begin 
to seek a level.

I believe tha t of the alternate sources of energy which will be in the  
area of today 's prices, oil shale, $6.50-$7.50 a barrel equivalent-----

Mr. Rosenthal. One of the significant tran sfer functions  is the 
Cost of Living functions.

Can you tell us how tha t is going to work, what the policy decision 
apparatus is going to be ?

Mr. Simon. T hat  will rest in my office, Mr. Rosenthal. It  was felt 
and demonstrated, and I am sure John Dunlop has and will again talk 
to you in grea t detail,  tha t if  we are going to have an allocation system 
pricing can disto rt the allocation system in this very complex industry. 
It  was felt that  both the pricing and allocations should be under one 
roof. It  would do it in a much more orderly fashion. I t will indeed, sir.

Mr. Rosenthal. Will this legislation  give you sufficient authority 
to obtain information from corporat ions and oil companies, what 
their pricing situation  is, what the ir profit system is?

Mr. S imon. We believe it does. We also believe tha t within a short 
period of  time, 60 to 90 days, we will be back seeking what additional 
legislation we need for data itself. We believe we are going to be able 
to get sufficient data.
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Let me assure you th at we will be back to define what areas are un
defined now.

Chairman Holifield. The gentleman’s time has expired.
Mr. Horton  ?

NEED FOR LEGISLATION

Mr. Horton. Mr. Simon, thank  you for your testimony. We had 
some testimony th is morning from Mr. Ash, and questions were raised 
with regard  to the need for this agency. In other words, why the rush  ?

Why can you not operate  now th rough  the Federal Energy Office 
without having us create  the Federal Energy Administra tion?

Is it impor tant tha t the Federa l Energy Administration  bill be re 
ported  out and acted upon before this first session of the 93d Congress 
ends?

Mr. Simon. Indeed it is, Mr. Horton.  We have an organizational 
problem while you are moving ahead on a supplemental. We have to 
att rac t some awfully good people on a permanent basis, some com
petent professionals who understand, as I say, this very complex 
industry. To a ttra ct these people, the permanence will help us at tract 
them.

Mr. H orton. I s that the only reason why the agency is needed now? 
Could it wait to January ?

Mr. S imon. To p ut together the major energy offices of  the Federal 
Government, finally integ rated  and located under one roof, I believe 
is crit ical at this time. We have to do lots of things, and to continue 
to go to the 7 to 10 different areas tha t are involved in energy in 
this Government, I thin k is going to be terr ibly  time-consuming, and 
we no longer, Mr. Horton, have the luxury of time.

Mr. H orton. Is it not a fact tha t some of these agencies tha t would 
be transfe rred  by the bi ll ; for example, the functions of the Office of 
Petroleum Allocation, the  Office of Energy Conservation, the  Office of 
Ene rgy Data  and Analysis, and the Office of Oil and Gas cannot be 
transfer red  by Executive order?

In  other words if they are not legislatively tran sfer red  over, those 
functions would remain in their  present agencies ?

Mr. Simon. Tha t is correct. The allocation—I did not remember 
all the ones you mentioned—but the allocation function is run by the 
Departmen t of Interior.

Mr. Horton. Could there be a question about the legality of the 
activities you might  undertake  if this  bill were not quickly passed?

Mr. Simon. There could well be. All of our counsels, Mr. Horton,  
have urged tha t an immediate statu tory  base be established, so any 
actions tha t we take in attem pting to solve the shortage problems 
could not be challenged in the courts. It  has held up a lot of things 
tha t have to be done.

POLICYM AKIN G ROLE

Mr. H orton. What role would you have with regard to policymak
ing in the event th at this  admin istrat ion is establ ished ? What would 
your  sta tus be, a t the  Cabinet level, in the Energy Emergency Action 
Group ?

Mr. Simon. I  will be the Executive Director, working director, if 
von will, of the Emergency Energy Action Group, which will be 
chaired by the  President. I will repor t directly  to the President and
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advise him. I will also be the chief executive officer, if you will, of 
the Federal Energy Administration.

ADMINISTRAT IVE ORGANIZATION

Mr. Horton. A number of Assistant Administrators  are named in 
the char t th at was presented to  us by Mr. Ash. You are  fa miliar with *
those blocks, are you not ?

Mr. Simon. Yes, sir.
Mr. H orton. Why is it  important to set them up in the manner tha t 

you have set them up ? W hy do you pick th at structural o rganization  ? *
Mr. Simon. The organiza tion proposed represents an attempt to 

put related activities together under one head, which I believe we 
have achieved, and it also seems to be a businesslike way to set up an 
organiza tion to get a job done as important as this  one.

Mr. Horton. The reason I am asking tha t question is, as I under
stand it, the re was a bill, the energy emergency bill, reported from the 
Inte rsta te and Foreign  Commerce Committee, which had an amend
ment to set up a Federal Energy Adminis tration. I have not read the  
amended bill yet. But as I read the amendment it would appear to 
provide a very incomplete organization. I would like to know what 
your position is with  regard to tha t amendment, as compared to this 
bill to create the Federal Energy  Administration ?

Mr. Simon. I  have not seen the amendment, have you, John?
Mr. Sawhill. Yes, we have given some study to th e amendment but 

we have not seen a committee print of it. It  is our position tha t we 
need the kind of organization we have proposed, with  an Administra
tion strong enough to get the job done. We need these functions of 
conservation, energy resource development, and data  analysis. Mr.
Rosenthal said, we need the authori ty and ab ility to go to the industry  
and get the kind of data tha t is necessary for policy decisions.

Unless you have this kind of large organization , organized in ap
proximately this way, we do not think we can do the  job tha t needs 
to be done. <

Mr. Brown. Would the gentleman yield ?
Mr. H orton. Yes.
Mr. B rown. By re ferring to this, you mean the  one we are  studying 

in this committee ?
Mr. Sawhill. Yes.
Chairman Holifield. The Chairman is going to say tha t any time 

yielded by a member is counted against him.

DUAL POSITIONS

Mr. Horton. There has been some question with regard to your 
holding both positions, Deputy Secretary of the Treasury and Federal 
Energy Adminis trator.  Would  you like to comment on tha t ?

Mr. Simon. Yes, sir. I thin k that at this  point in time,  energy and 
economic policy are inextricably related, and energy needs to remain 
in the mainstream of economic policy. Obviously my impact will be 
far  greater i f I  continue to be the Deputy Secretary. E nergy is affected 
by the tax policies set by the Treasury  Department, and the Internal  
Revenue Service has a polic ing function in th is field for example, the 
truck drivers this past weekend g etting together with Don Alexander 
and discussing the price gouging on our highways.
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TEN URE  OF FEA

Air. Horton. Why is it proposed tha t this Administ ration have a 
life of 2 years? Why not 3 years? Why not 4? Wha t is proposed at the 
end ?

Mr. S imon. We would hope and expect tha t Congress would act on 
the DENR legislation, the Department of Energy and Natural Re
sources. We would then tran sfe r the Federal Energy Administration  
to this new Department tha t th e President has already proposed.

Air. II orton. Wha t you are saying is tha t there is an emergency 
situation now; there is need for this type of legislation to set up an 
agency tha t can respond to the immediate urgent situation  in which we 
find ourselves, and tha t ultima tely it will go into the Department of 
Energy and Natural Resources, which is a department tha t is yet to be 
created ?

Air. Simon. Yes, sir.

REGIONAL AND LOCAL OFFICES

Air. Horton. One fu rther question. I  notice in the W ashing ton pa
per this m orning tha t you indicated  plans to set up 10 regional energy 
units. I want to commend you on that and to call to your attention a 
remain ing problem. You set up one, for example, in New York City. 
In my own area in upstate New York, with which I am sure you are 
famil iar, there is a feeling t ha t New York City is too f ar  away.

I recommend that you give some thought  to satellite offices, in addi
tion to the regional offices. I thin k the regional office idea is good. I 
think it is important to have additional offices located in the large r 
States, especially a State like New York and other populous States 
where you have these types of problems.

One other thought I would leave with you: There are, from my 
own personal experience, a lot of questions th at are being asked about  
energy matters . My office gets approximate ly 100 questions a week. The 
people in the field are not get ting  the answers they need. I  have mate
rial here which I  will give you to i llustrate the problem.

I do think tha t it is importa nt for you to  have offices that can r e
spond to questions not only in the field, but here in AAhshington. Pe r
haps you would like to comment on that?

Air. Simon. There is no doubt about tha t. That was one of our first 
acts last  weekend when we came in. Unfo rtunately  we had to crank 
up these regional offices with  grea t speed, bu t they are so critical to 
the success of this organization. We sent out a team last weekend 
to all the regions to beef up these offices, so they could provide exactly 
what you requested. For instance, I will be meeting with the Gov
ernors on Thursday of this week to discuss what  the States and mu
nicipalities are going to do with  regard to auth ority  and responsi
bility  in this  area.

We are going to work w ith the local boards to be responsive to  the 
needs of the  local communities, and  Sta te boards , to be able to answer 
your questions. I will assure you, if tha t does not work, we would 
not hesitate to pu t other offices in critical areas.

Chairm an ITolifield. The gen tleman’s time has expired. The Chair 
recognizes the gentleman from Texas.

26-72 5—7‘ 9
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LONG-TE RM PROBLEM

Mr. Wright. Thank you, Mr. Chairman. Mr. Secretary , what dis
turbs me is the impression tha t 1 fear many people are gett ing to the 
effect tha t this is a short-te rm problem. That  if we simply can manage 
to muddle through the coming winter, we will have it made. You do 
not see it that way do you ?

Mr. S imon. Mr. Wright, I think—as has been said by several people 
in the last month—T th ink the Arab boycott is real ly, in this one way. 
a blessing in disguise. I have been testi fying  on energy policy in this 
Government since I arrived, and I have told the same story  again  and *
again, so that people now are beginning to listen.

We were going to have shortages th is winter. New En gland is going 
to have its problems, the upper Northwest-----

Mr. Wrigiit. It  has been coming on us fo r a long time. Some of the 
things  we are doing now we should have done 5 years ago. Since we 
did not, we must adjust  ourselves to them now, with  some dispatch.

Air. Simon. Tha t is exactly correct, Mr. Wright.
Mr. Wrigiit. I)o you not perceive tha t the shortage problem, be

cause of the exponential curve of consumption, will grow inexor
ably until we find some replacement for our profound reliance on 
petroleum ?

Mr. Simon. We are 78-percent reliant , in this country, on oil and 
gas: 4f> percent on oil: 32 percent on. gas—which is completely out of 
line. Coal has declined to 17 percent. We have allowed the coal indus
try  to deteriorate . Nuclear is 1 percent, and it takes us 101  ̂ years on 
an average to build a nuclear powerplan t because of its problems. They 
have been built in J apan in 3l/S> to 5 years. We have exploited our re
finery capacity. We are critically  short of refineries today f or the same 
reason, the siting problems. The companies buy the la nd ; take leases on 
them ; then they are held up in the courts fo r 4 or 5 years. They finally 
say, just as any businessman would. “I will go build it  in the  Caribbean 
or somewhere else, where I know I am welcome.’’

Air. Wright. Fundamentally then , we might say th at the total prob
lem consists of two components: (1) To curb wasteful consumption of *
energy, thus to save the finite resources that we have available to us.
(2) To reach out and bring  on line some replacements and some addi
tions to those available resources that we presently  have. >

FEA  AND ERDA

Do I understand that your agency prim arily  would be involved 
first, with the conservation o f those finite resources of fuels that  are 
now available. And that  ERDA, an organizat ion which this commit
tee also has sanctioned, will look down the line towards the scientific 
development of other sources of energy as a replacement of  petroleum ?

Air. Simon. AYe really have a short, intermediate, and longer term. 
You are correct that ERD A is going to take the research and develop
ment of the oil shale, coal gasification, liquefaction, all the sophisti 
cated alte rnate sources of energy. And one day, who knows, 10, 12, 15 
years from now, these will become productive in our system.

Our short- term need is to meet the immediate supply  problems 
caused by the embargo. The  fur the r short- run need is to continue to
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deal with the shortage. W ith  the demand growing at 4 percent a year 
in supply, current production continuing to decline slowly, our imports 
growing  each year, obviously the state of the art that  we understand, 
which is oil and gas explo ration  in this country, must be utilized, and 
we will utilize it.

ALA SKA  OIL RESOURCES

We have a Trans-Alaskan Pipeline Act which the Congress passed 
just recently, and oil from Alaska will be moving through the pipe
line toward the end of th is decade, hopefu lly before then. This is an
other  th ing  F EA  will do, begin to push, and break down roadblocks, 
on the construction of the pipeline.

Mr. Wright. Do yo think we can bring that resource to useful 
applicabil ity ?

Mr. S imon. I believe, by the late 1970's, we can be producing 2 m il
lion barre ls a day. You understand , this star ts at  one-half million bar
rels—-three- fourths. Geologists believe tha t we have 80 to 100 billion 
barrels o f oil on the North Slope. We have presently proven reserves 
of 10 billion barrels. Nobody is going to drill for addit iona l oil up 
there until  they know they can get it out.

So, as the  pipeline is being built, it will encourage exploration. We 
are going to t riple the leasing on the Outer Continental Shelf, which 
potent ially holds 40 to 50 percen t of the reserves in this  country  as 
well as the Atlantic Shelf  and the Bering Sea and the lower 48 States.

With oil and gas at these present prices, i t has become economical 
for secondary and t ert iary recovery as well as other  dri lling. Dril ling  
is an expensive business. Ten years ago. when the oil and gas was 
relatively close to the surface, as compared to today, a well cost $50,000 
or $75,000 to drill. We have found all the easy, i f you will, oil and gas 
in th is country. Now we have the very essential secondary and tert iary 
recovery as well as deeper dr illing. Tt costs a quarte r of a million dol
lars for a well—that is an approximation. On the Outer  Continental 
Shelf  it costs $500,000 to $2 million per well. They recently had a dry 
hole on the North  Slope th at cost $5 to $ 5^  million.

Mr. Wright. Trad itionally, eight out of every nine exploratory  
wells have been dry ?

Mr. S imon. Yes, sir.

IN C E N T IV E S FO R EX PL OR ATI ON

Mr. W rtgtit. I t becomes much more costly fo r the  small, or moder
ately sized independent, who historically has been the source of our 
new discovery, to continue in that business. Have you given any 
thought to incentives tha t might be necessary in the exploratory  end 
of the industry , to pay for the  exploration th at has to be done fo r new 
sources of petroleum ?

Mr. Simon. Yes, sir. Eve ryth ing  in the past  few years has been to 
curb incentives. Depletions were cut to 22 percent. You are absolutely 
correct when you say the entrepreneur who finds oil in this  country 
is the independent.

Mr. Wright. The number of exploratory crews in operat ion has 
diminished alarmingly in the last 20 years.
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Mr. S imon. Yes, in the  last 20 years, but we see a p ickup with the 
price o f crude oil on the increase. We have seen activity in this calen
dar  year 1973 that we have not seen in  quite a few years. Unfor tu
nately wo are running into other  problems. We have rig  problems— 
all the rigs are real ly being used here. We have tubular  steel problems, 
the casing for wells. We have a shortage of tubu lar steel. People are 
taking the tubular steel out of some of the lesser producing strippers 
in Oklahoma and moving them to the more productive wells.

TAXES AN D PRICES

Mr. W right. Let me just  ask you a few more questions. You refer 
to new ideas t ha t are in the process of examination. You say some of 
these ideas include use of coupons, price  increases, taxes, or a combina
tion of the three. You do not perceive this legislation as conferring 
upon your agency the power to tax , do you?

Mr. Simon. The power to  tax rests right here in the Congress. As 
the Deputy Secretary of the Treasury,  no one is more sensitive than I 
to where tax policy rests.

Mr. W rigiit. The EP A has announced some new taxes, selectively 
applied in some areas o f the country , on parking facilities. I was in
terested in your answer. I  thou ght I knew the answer, legally. I was 
interested  in your answer. If  it  should come to a choice of curbing 
domestic consumption by lett ing prices rise inordinately, or by ar ti
ficially taxing to the point where we discourage consumption on the 
one hand, or allocating it by some means of distribution,  rationing if 
you will, on the other, which would be your preference ?

Mr. Simon. Really, there again,  the greates t rationcr, of course, is 
the price o f th e product. We cannot allow, due to the example I gave 
before—the price of domestically controlled crude at $4.25 and the 
upped price, a t $6.25, and the foreign l anding price at $9—wo cannot  
allow what is called emotional price increases. T hat  is total ly unac
ceptable to the consumer.

Chairman Holifield. The gentleman’s time has expired. The gen
tleman from Ohio?

CONFLICTS OF INTEREST

Mr. Brown. Mr. Simon, what method do you use for g ettin g quali
fied people to join your organization , part icularly  in the face of the 
1962 regulations dealing with  conflict of interes t ?

Mr. S imon. Unfortunate ly, they are quite res trictive as fa r as brin g
ing anyone in who is unable or unwil ling to sever completely his ties, 
and to brin g in somebody, as we would love to do in the allocation 
program, say for a 2-week period.

While we have writt en the regu lations,  and we think they are work
able, I am not a t all an indu stry man. I t would be marvelous if  we had 
a supply and logistic type from industry to sav tha t looks good and 
sounds good, bu t tha t does not work. We are  p rohibited from getting 
tha t type,  unless he were to give up his employment and come to work 
for us fu ll time.

Mr. Brown. Then he cannot go back to his previous employment 
right away, can he? Is there not a lim itation as to how quickly he can 
return to an industry in which he has been involved ?
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Mr. S imon. I do not believe there is any constra int to his re turning. 
The only constraint , if I remember correctly, is th at there be no prior 
deal t ha t he will go back to his  company. Tha t is what was explained 
to me when I came to Washington.

Mr. Brown. One would have to work for what the Government 
would pay him, he could not accept compensation from his present 
employer ?

Mr. Simon. That is correct, sir.
Mr. Brown. Gould he work for nothing ?
Mr. Simon. I do not know.
Mr. Brown. 1 hider the fuel allocation program, the Government 

now controls crude oil in its use in the refineries, is tha t correct ? W hat 
limita tions exist on your control under this program ?

CONTROL OVER REFINERY MIX

Mr. Simon. The  answer to tha t is we do not control the limitat ion 
in th e refinery because it is such a complex art.  if you will. As T said 
before, certain refineries can do more as fa r as exchanging the mix, 
depending on the crackers that  they have got in the part icular 
mechanisms, the metallurgy of the plant. We know t ha t we can order  
them to maximize production, as we have, of a given shortage, the 
middle distillate . We cannot say, you shall produce 37 percent gaso
line, 42 percent d istilla te, because some people, physica lly cannot do it.

Mr. Brown. With in the limitations of what physical ly can lx1 done, 
tha t is the  th rus t of the mandatory fuel allocation legislation?

Mr. S imon. No; this was a separate issue. The mandatory fuel a llo
cation program is simply moving the shortage around the coun try; it is 
the sha ring of the shortage, if you will.

Mr. Brown. But von can order the crude to the refinery where it can 
be refined; can you do that under that  legislation ?

Mr. Simon. Yes.
Mr. Brown. Y ou can determine, or encourage, the refinery to  pro

duce a certain kind of product, can you not ?
Mr. S imon. Yes, sir.
Mr. B rown. Then, once th at product is produced, you can encourage 

where that  product goes for the end use, can you not ?
Mr. Simon. That is correct, sir.
Mr. Brown. Literally,  under  tha t mandatory fuel allocation, you 

will control the product from the well to its ultimate use?
Mr. Simon. Wi thin the constrain ts of the way the refinery operates;  

yes, sir.
SENATE AND HOUSE ALTERNATIVES

Mr. Brown. Now, let me ask you about proposed conservation pro
grams. Under the Jackson bill, as I understand it passed the Senate, 
authority  is given to the President to establish conservation programs. 
There is no reference to Congress. In the bill as proposed by Mr. S tag
gers, the authority was given to the President, with a veto, in effect, of 
part s of the emergency conservation plan by the Congress. As tha t bill 
lias been amended, as it is coming out of committee, the Presiden t rec
ommends emergency conservation programs, but if the Congress does 
not positively act on those programs, they die. Then there is no emer-



130

gency conservation program. Is that a fai r difference between the three 
pieces of legislation, as yon see it ?

Air. Simon. Yes.
Mr. Brown. Do you have a preference for one of  those authorities?
Air. Simon. Our preference would be the flexibility of the Senate 

bill. AVe would like to have all the flexibility we can.
Air. Brown. You would like to have the  authority  to establish a plan 

and provide for its enforcement ?
Air. Simon. Yes, sir.
Air. Brown. Wha t othe r legal impediments to preparing  and imple

menting  plans do you see existing in the law at present? I refer, 
specifically, to several you might address—ant itrust provisions and 
siting complications. I know tha t in one of my committees, we dealt 
with plan t siting simplification and environmental limitations. 1 un
derstand there have been some local restrictions created to block pro
posed plans, such as by the  city of New York. Still another problem 
in existing  law is price controls, such as on the wellhead price of natura l gas.

AVhat other areas are there to which the Congress should be direct
ing its attention , so we can get the best and quickest results, in the face o f our energy problems-----

Air. Simon. Of course, Congressman, the President sent up a bill 
to deregulate the price of n atur al gas—new natural gas, and we would 
urge tha t th at be considered.

Air. Brown. AVhen was that bill sent up?
Air. Simon. I believe in June, sir. Is tha t correct ?
Mr. Sawhile. I think it was earlier, with the first energy message.
Chairman Holifield. The Chair will read rule 15: “All questions 

put to the witnesses before the committee shall be relevant to the 
subject matt er before the committee for consideration, and the chair 
man shall rule on the relevance of any question put to the witness.”

E X T E N T  OF  A U TH O RIT Y

Air. Brown. Thank you, Air. Chairman, I am predicating  my next 
question on these current limitat ions. I wish you would address' your
self in writing, if you could, to at least those four areas : antit rust,  
siting simplification, environmental limitations, and price controls.

I wanted to ask if the auth ority you will be granted under this 
bill speaks sufficiently to these four areas of legal restrictions currently 
in the law. Do you feel th at you will have, under this piece of  legis
lation, sufficient authority  to deal with those problems that  have, to 
one degree or another, either contributed to the shortage of energy, 
or which would complicate the implementation of energv conservation plans?

Air. S imon. AA’lien we take this bill and the emergency energv legis
lation  and the Defense Product ion Act and the Economic Stabilization 
Act, we believe we have the power to do the job.

Air. Brown. How long have the shortages existed or surpluses been 
diminishing, in such areas as electrical generation, natural gas, and

Air. Simon. Really, explorat ion start ed to slowly decline in 1956. 
Production  started  a very slow decline in 1966. I n  1971, it began to 
accelerate.



Mr. B rown. I  would just  say, in conclusion, th at the adminis tration  
and tbe Congress have been slow in direc ting our attent ion to these 
problems. We have been slow at least in changing or reducing these 
legal limitations which have led to our current energy problems. 
Thank you, Mr. Chairman.

Chairm an Holifield. The Chair recognizes the gentleman from 
Rhode Island, Mr. St Germain.

Mr. St Germain. Thank you, Mr. Chairman.
Mr. Chairman, earlie r today I asked to have introduced into the 

record, an article from the New York  Times Magazine dated Decem
ber 9, 1973, which was yesterday. I did not get a ruling. I assure the 
Chairman that the subject matter , the content of this  article, has to 
do with depletion allowances mentioned by Secretary Simon. It  has 
to do with crude oil production . It  has to do with statistic s which 
are entirely on point in this  article, and I think it is important that 
it be pail  of the record for the Administ rator  and the people who 
will be working in the Federal Energy Administrat ion.

Chairman Holifield. Wi thout objection, the  article  will be placed 
in the record.

[The material referred to follows:]
[From  the New York Times Magazine, Dec. 9, 1973]

W hy W as T here a Shortage B efore th e S hortage?—T he  Case Against B ig Oil 

(By Br it Hume)

In  Se ptem be r, 1972, su pp lies  of  home  hea ting  oil in  th e U ni te d S ta te s were 
da ng er ou sl y low  an d stoc ks  of  cr ude  oil. from  which  heati ng  oil is ref ine d, ha d 
fa ll en  to th e ir  lowes t lev el sinc e W or ld  W ar  II . A se riou s fu el  sh ort ag e see med  
in ev itab le  as  w in te r ap pr oac hed . P re si den t Nixon  au th ori ze d th e pe trol eu m  
in dust ry  to im po rt  mor e fo re ig n cr ude  oil. I t w as  th e second  tim e in  five  mon th s 
he  ha d in cr ea se d th e al lo w ab le  im port s of  f or ei gn  oil,  which  had  be en  und er  ti gh t 
G ov er nm en t re st ri ct io n  sinc e 1959. A few we ek s la te r,  in a sp ee ch  to  th e N at io nal  
Pe trol eu m  Co uncil , Gen . Ge orge  Linc oln,  he ad  of  th e W hite Hou se  Office of  E m er 
gen cy Pre pa re dn es s,  whi ch  had  ch ar ge  of  oil im po rts,  st ro ngly  ur ge d in dust ry  
le ad er s to  cr an k up  th e ir  re fine ries  to fu ll  ca pa ci ty  to  he ad  off a he at in g- fu el  
cr is is . Si m ul ta ne ou sly,  th e In te ri o r D ep ar tm en t se n t te le gra m s to th e m ajo r oil 
re fine ries  ur gi ng  the m  to do t h e  s am e.

The  re sp on se  of  th e m ajo r oi l co mpa nies , whi ch  co nt ro l m os t of  th e nat io n 's  
fu el  pr od uc tion  from  th e w el lh ea d to  th e re ta il  dea le r,  was  to im po rt  on ly one- 
th ir d  of  th e addit io nal  cr ud e oi l th e P re si den t had  au th ori zed  an d to ru n  mo st 
o f  th e ir  re fine ries  below c ap ac ity  fo r th e re st  o f th e  y ea r. “T his ,” co nc lude d a st af f 
st ud y mad e fo r th e Sen at e P erm anen t In ves tigat io ns Su bc om mitt ee , “was  th e 
be ginn ing of  t he  f ir st  pe ac et im e pe trol eu m  sh ort ag e in th e U ni te d S ta te s. ”

In  ligh t of  th e pre se nt  na ti ona l fu el  em erge nc y,  it  m ig ht  see m inco nc eiva ble 
th a t a m ajo r Amer ican  in dust ry  wou ld  w ill fu lly contr ib ute  to th e sh or ta ges  w hich  
le ft  th is  co un try vul ne ra bl e to  th e  Ara b oi l em ba rg o.  In de ed , in dust ry  spok esmen  
ci te  st ea dily  ri sing  pro du ct io n figu re s as  pr oo f th a t th e  co mpa ni es  were ac tu ally  
do ing th e ir  best.  “Any im pl ic at io n th a t th e in dust ry  was  no t co nc erne d an d aw ar e 
of  the prob lem is g re at ly  u n fa ir .” sa ys  F ra nk  Ik ard , p re si den t of  th e  Amer ican  
Pet ro le um  In s ti tu te . O th er  oil men  say Gov ernm en t inde ci sion  ov er  oil im po rt  
pol icy  co up led  w ith  pr ic e co ntrols  and an tipollu tion  re gula tions w er e pri nci pal  
ca us es  of  fuel sc ar ci ty . But  re gar dle ss  of  th e G ov er nm en t’s ro le,  th e m aj or com
pa ni es ' ow n re port s sh ow  th a t th e ir  co nd uc t p ri o r to  th e sp ot  sh ort ag es  of la st  
w in te r is co ns is te nt  w ith th e ir  be hav io r ov er  th e past  th re e ye ar s.

The  pr es en t deca de  be gan on a no te  of uncert a in ty  fo r th e  la rg er Amer ican  oil 
co mpa nies , de sp ite bu rg eo ni ng  en er gy ne ed s whi ch  m ad e de m an d fo r th e ir  pro d
uc ts  g re a te r th an  ev er.  The  en vi ro nm en ta l mov em en t w as  ga th eri ng  mom en tum 
an d pr om ised  to  becom e an  im port an t po li tica l fo rc e in  th e countr y  fo r yea rs  to 
come . A lre ad y,  offsh ore oi l dri ll in g , su ch  as  th a t which  ha d ca us ed  th e d is ast ro us 
sp ill  in th e San ta  B arb ara  ch an ne l,  th e bu rn in g of  lii gl i- su lp hu r oil an d th e con-
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st ru c ti on  of  th e  tr ans- A la sk a oil  pi pe lin e w er e fa cin g  st if f en vir onm en ta l re s is t
ance . In  th e a ft e rm a th  of  th e 1967 Midd le E a s t w ar , th e A ra b s ta te s wer e ta kin g 
a muc h more nati onali st ic  a tt it u d e  to w ar d th e ir  m as sive  o il re se rv es . In  th e p ast , 
th e  sh ei ks  ha d been  co nte nt sim ply to  co lle ct  hu ge  ro yal ti es  on th e oil an d le t th e 
m ult in ati onal pe trole um  co mpa nies  co nt ro l it s pr od uc tion  an d ex po rt . Now, 
th ou gh , they  w er e th re a te n in g  to us e oil a s  a poli ti ca l we ap on . F o r th e fi rs t tim e 
it  seem ed  po ss ib le th a t th e  five  g ia n t A m er ic an  oil co mpa ni es  th a t fo r so long  
had  do m in at ed  th e w or ld  pe trol eu m  m ark et m ig ht los e th e ir  gri p  on th e ri ch es t 
oil  fie lds  on eart h .

A t hom e, Con gres s re du ce d from  27% per ce nt to  22 per ce nt  th e oil de pl et ion 
al lo wan ce , which  al lo ws th e in dust ry  to  w ri te  off fo r ta x  pu rp os es  a si za bl e 
ch un k of  it s re ce ip ts  from  cru de -o il pr od uc tion . Moreover, th e  m ajo r oil firms  
fo un d them se lv es  lo sing  an  ev er -l ar ger  sh a re  of  th e do m es tic  m ark et to  sm al le r,  
so -call ed  “ind ep en den t” fir ms—p art ic u la rl y  in  th e ga so line  lin e— which  wer e a t 
tr ac ti n g  bu sine ss  by do ing so m ethi ng  th e  m ajo rs  ra re ly  d id : com i>et ing ov er  
pr ice.  Co sts  w er e ri si ng  ra pi dl y,  but  co m pe ti tion  from  th e in dep en de nts  was  
he lp in g to  ho ld  pr ic es  down . Th e ba la nc e sh ee ts  of  th e m ajo r oil  fir ms show ed  
re co rd  sales , but de cl in in g pro fits.

In  ad di tion , th ere  were st ro ng in dic at io ns th a t do mes tic  oil pr od uc tion , which  
had  al w ay s been  mor e th an  en ou gh  to  co ve r th e na ti on ’s needs, w as  a t la s t 
pe ak in g an d wou ld  soo n be outs tr ip ped  by co ns um pt io n.  The  C ab in et  T as k For ce  
on Oil  Im port  Con trol s se nt  th e P re si den t a re port  reco m men di ng  ab ol it io n of 
th e exis ti ng  quota  pr og ra m  an d su bst it u ti on  of a more li bera l ta ri ff  pl an . Th e 
in dust ry  w as  b it te rl y  o ppo sed . I t  h ad  al w ays co nt en de d ve he m en tly  th a t th e  ti ght 
im port  re s tr ic ti ons w er e v it al  to  nati onal se cu ri ty . U nre st ri c te d  im po rts,  it  w as  
ar gu ed , wou ld di sc ou ra ge  do mes tic  ex plo ra ti on  an d al lo w th e co unt ry  to  become 
dep en de nt  on fo re ig n oi l th at,  ho wev er  ch ea p and ple nt if ul,  co uld be in s ta n tl y  
sh u t off .

Oi lm en  al so  in vo ke d nat io nal  se curi ty  in  su pport  of  th e  nu m er ou s ta x  bre ak s 
an d pr od uc tion  re s tr ic ti ons which  th ey  hav e wan gl ed  fr om  th e  Gov er nm en t 
ov er  th e  ye ar s.  The  fa c t th a t th es e m ea su re s ha ve  al so  kep t th e  do mes tic  crud e-  
oil pri ce  we ll ab ov e th e  wor ld  pr ice , in cr ea se d pro fi ts  an d cu t th e  co m pa ni es ’ ta x  
bi lls  to  th e bo ne  ha s l>een giv en  les s em pha si s in  th e in d u s tr y ’s ar gum en ts . Th e 
ta sk  fo rc e’s ad vi ce  w as  u lt im ate ly  re je ct ed  by P re si den t Nixo n, bu t th e  Adm in 
is tr a ti o n  di d an no un ce  it  wou ld  al low a sm al l in cr ea se  in  th e al lo wab le  im po rts 
of  for ei gn  c ru de oil in  1970.

The  pe trol eu m  in dust ry  in  th e  U nited  S ta te s is do m in at ed  by IS  la rg e firms  
which  ar e,  in  th e  la ng ua ge  of  ec on om ists , “ver ti ca ll y  in te g ra te d .” T his  mea ns  
th a t th ey  opera te  in  al l ph as es  of  th e  oil bu si nes s— exp lo ra tion an d pr od uc tion , 
tr ansp ort a ti on , re fin ing,  d is tr ib u ti on  and m ar ket in g. The se  18 gen er al ly  are  
kn ow n as  th e  “m ajo rs ,” al th ou gh  th e te rm  is  us ed  mor e an d mor e of te n to  re fe r 
to  th e top 10 oil  co mpa nies . The  m ajo rs  pr od uc e about 70 pe r ce nt of  th e 
do mes tic  cr ud e oil . co nt ro l som e 80 tie r cen t of  th e  re fine ry  ca pa ci ty  an d m ark et 
about. 72 p er  ce nt  o f t he  gas ol ine s old  in th is  c ountr y .”

The  la rg est  of  th e  m aj ors  al so  dom in at e th e  pr od uc tion  of  n a tu ra l ga s in  th e 
U ni te d S ta te s and ha ve  mad e he av y in vest m ents  in  th e  co al  in dust ry  in  re ce nt  
ye ar s.  D es pi te  th is  he av y co nce nt ra tion of a re la ti vely  sm al l num be r of  c om pa ni es  
in al l ph as es  of  do m es tic fo ss il- fuel  pro du ct io n,  th e m ajo r oil  co mpa nies  vigo r
ou sly re si st  an y su gg es tio ns  th a t th ey  a re  no t fu lly co mpe tit ive.  Nev er thel es s,  
th ey  co op er at e ra th e r  th an  co mpe te  in  a  w id e vari e ty  of  way s. I t  is comm on fo r 
se ve ra l oil co mpa ni es , fo r ex am ple,  to  su bm it  jo in t bi ds  on m ul ti -m ill io n- do llar  
le as es  of  Gov ernm en t-o wne d oil  re se rv es  and  to  ia>ol re so ur ce s fo r jo in t ex p lo ra 
tion  ve ntu re s se ek in g cr ud e de po si ts . Mos t of  th e  hu ge  pi pe lin es , which  a re  th e 
pr in ci pa l fo rm  of  tr an sp o rt a ti on  in  th e oil  bu sine ss , a re  jo in tl y  ow ne d by  sev
e ra l co mpa nies . M aj or fir ms of te n en ga ge  in  ex ch an ge  ag re em en ts  w her e on e wil l 
su pp ly  th e  o th e r’s m ark ets —f or ga so line , fo r ex am ple— in  one are a w he re  it  
la ck s fa cil it ie s in  ex ch an ge  fo r a si m il a r fa vo r in  a d if fe re nt reg ion. Rec ip roca l 
pr oc es sing  ag re em en ts  am on g m ajo r fir ms a re  al so  fr eq uen t (one  co mpa ny  wi ll 
re fin e ano th er’s cru de oil in on e pl ac e in  ex ch an ge  fo r hav in g it s  ow n cr ud e 
pr oc es se d in  an o th e r) .

P erh ap s th e m os t obviou s clue  to  th e  s ta te  of co m pe ti tion  in  th e  oil in dust ry  
is  it s nati onal ad ver ti si ng . The  m ajo rs  sp en d hea vi ly  to  gai n re co gn it io n fo r 
th e ir  bra nd na mes , pr om ote pro duct  in g re d ie n ts  an d advert is e  gi ve aw ay s.  In 
st ead  of  bar gain s on  ga s an d oil, th e  co ns um er  hears  abo ut To ny  th e  Tiger , 
P la tf o rm ate . fr ee  dri nk in g  gl as se s an d N ational Foo tb al l Lea gu e tr ad in g  ca rd s.  
Su no co  st a ti on  ow ne rs  wh o “c an  be  very  fr ie nd ly ” and Tex ac o st a ti ons whe re  
“you  ca n tr u s t your c a r to  th e  m an  w ho  w ea rs  th e  s ta r. ” In  con tr ast , th e
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ind ep ende nts  ad ve rti se  lit tle . Th ei r stat io ns  ar e typica lly  low -overhead  self - 
ser vic e opera tio ns  wh ich  offer alm ost none of th e me chan ica l servic es an d 
au to  sup plie s, such as  tir es  an d ba tte rie s, av ai lable a t the m ajor s’ ou tle ts.  
Th ey  sti ck  to high-volume sa les  of gas  an d oil a t pri ces  below tho se a t major  
sta tio ns . And al tho ug h th ei r sh ar e of th e m ar ke t was gro wing rapidly in 
the  ea rly par t of th is  dec ade , the ind ependents  we re st ill  a t a dis ad vantage.

A pr inc ipal reas on : Th ey ar e no t ve rti ca lly  in tegrated . Inde pe nd en t ref ine rie s 
have h ad  to  re ly on the  m ajor s fo r a  la rge part  o f t he ir  cr ud e oil. And  independent 
marke te rs  mu st tu rn  to ot he r ind ependents  or  to the  major s to ob tai n refined  
pro ducts . W ha t's  more , th e oil dep let ion  allow ance  ha s enc ourag ed the m ajor s 
to push al l th ei r pro fits  in to  crude-oil productio n wh ere a la rge po rtion  cou ld be 
ded ucted . To do thi s, the m aj or s kept crud e pr ice s as  hig h as  they  could an d 
cu t pro fit ma rgins on th ei r ref ining an d marke tin g op erat ions  to the min imu m. 
For  them, th is  ge ne ra lly  involved only  boo kke eping tran sa ct io ns  since the y 
were sel ling th ei r cru de  to th ei r own ref ine rie s and th ei r refined  prod uc ts to 
th ei r own ma rkete rs,  or  enga gin g in rec ipr ocal ar rang em en ts  with  othe r major s 
to achie ve  the sam e resu lts . But  fo r the inde pend en t refiner , high crude-oil 
pri ces  usua lly  represen ted  a real  ad di tio na l cost. And  since it  wa s necessa ry 
fo r ind ependent ref ine rs to sho w a pro fit on refin ing,  pr ice s fo r th ei r finished 
prod uc ts ten ded to be pu shed  up wa rd  sti ll more . Th is le ft  the ind ependent 
m ar ke te r in an  even mo re diffi cult pos ition. Ne verthele ss,  th e ind ependents  
we re res ource ful  an d inno va tiv e and the y fou nd ways to  cu t cos ts an d pri ces 
and ga in  gro und  on th e m aj or s ste ad ily  th roug h 1970. After  th at , though , th ing s 
began to cha nge  ra pid ly.

Al tho ugh there could be no doub t th at  dem and  fo r oil prod uc ts wou ld conti nue 
to boom in th e ea rly  nin ete en-seventies,  th e major s dec ided no t to inc rease  th ei r 
ref ine ry capacit y sig nif ica ntly. An efficien t ref ine ry cos ts ab ou t $250-million to 
build  and thi s ha s ge ne ra lly  mea nt  th at  only th e major s ha ve  been  able to aff ord  
new ones in the pa st  20 ye ars. The major s’ spokesmen  ha ve  ins ist ed  th a t un 
ce rtaint y ab ou t Go ver nm ent policy on oil im ports  and en vi ronm en ta lis t objec 
tio ns  to new pl an t co ns tru ct ion were the ma in rea sons  beh ind  the fa ilur e to ex
pand  ref inery capacity. W ha teve r the rea son , ther e wa s no un ce rtaint y ab ou t 
th e re su lt it  wou ld have. By ea rly 1971, Oil an d Gas Jo ur na l, the most au th or 
itat iv e of the  in du st ry ’s tr ad e pub lications, repo rte d th a t th e na tio n migh t be on 
the way tow ard a sh or tage  of ref inery capacity. Th e Am erican  Pe tro leu m 
In st itut e,  the in du st ry ’s voice in Washin gto n, pred ic ted  th a t the sh or tage  
would  come before  1975. Th e In te rior  Dep ar tm en t’s Office of Oil and Gas  pub
lish ed a stu dy  c on tai ning  a  sim ila r fo recast an d de cla rin g th a t ex ist ing ref ine rie s 
wou ld have  to be ru n fu ll ti lt  t o keep  up with  demand .

In  Augus t, 1971, Pre side nt  Nix on imposed  wa ge  an d pr ice con tro ls.  Gasol ine  
pri ces  were frozen  a t seaso na l hig hs an d lieatin g-o il pri ces a t off-season lows. 
Gasol ine  was alw ay s more pro fit ab le to produce, bu t the freeze  ma de it  more so 
an d cre ate d a str on g disincen tiv e to th e productio n of he at in g oil. The fre eze 
was lif ted in Novembe r, bu t oil prices  we re no t dec ont rol led . In  Fe brua ry , 1972, 
the Cost  of Liv ing  Council  refused to gr an t the in du st ry  a pri ce  increase  fo r 
ei th er  cr ud e oil or  ga sol ine  a nd  h ea tin g o il. Fo r the f irs t si x mo nth s o f 1972, profit s 
fell  a lm os t 5 i>er cent , a lth ou gh  sa les  we re u p by an  even  g re at er  amoun t.

In  ea rly  1972, In du str y jo ur na ls  we re re po rti ng  th a t cru de-oil  pro duction  in 
both Texas an d Lo uis ian a, th e two  bigges t oil sta tes,  wa s dec lining.  Wh ile  th is  
was ap pa rent ly  true ,1 it  is  difficult to kno w whe ther  it  wa s cau sed  by an  
ac tu al  dec line  in res erv es  or  by the in du st ry ’s fa ilur e to produce  as  much as  it  
could. Th ere ar e a t le as t som e indic ati ons th e la rg er  c om pan ies  might have  been  
de lib era tel y slow ing productio n. The Te xa s Ra ilr oa d Com miss ion requ ire s the  
oil com pan ies  th a t do bu sin ess in the state,  wh ich  inc lud es ne ar ly al l th e la rg er  
firms, to repo rt “de si red” lev els  of  crud e-oil s tocks,  na tio nw ide .

Th e com mission ’s re cords  show th a t the 10 l arge st of the oil com panies re po rt 
ing  (a ll of them major s)  “des ire d” sm all er  stocks of crude  oil  to  feed  m ost  of  th ei r 
ref ine rie s in 1972 t ha n the y ha d had in 1971, even  tho ugh dema nd  fo r petro leu m 
pr od uc ts had risen ab ou t 7 pe r cen t. The ir  ac tu al  crude-oil stocks  were also less 
th an  they had been th e ye ar  before. The com mis sion’s record s show  th a t th e dro p 
in “de sir ed ” levels wa s repo rte d only by tho se top  10 oil com panies,  wi th th e ne xt  
15 repo rting  inc reases  in th ei r des ired levels. But  since th e top  10 accoun t fo r 
about, th ree-qu ar te rs  of the oil pro ducti on  among  th e top  25 th at repo rt to the 
Te xa s commiss ion,  it  av erag ed  ou t to an  ove r-a ll drop  in th e “des ire d” sto cks of 
crude.

1 T her e ar e v ir tu a ll y  no in dep en den t s ta ti s ti c s  on  th e  ac ti v it ie s of  th e  oil  in dust ry . 
S ta te  an d Fed er al  ag en cies  re ly  on  d a ta  fu rn is hed  by th e  oil  co m pa ni es  th em se lves .
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Moreover, an  investigation by tlie Feder al Trade Commission has turned  up 
evidence th at  the  natura l-ga s rese rves  repo rted  by the  na tion's  oil and  gas 
companies ar e smalle r tha n the  actua l reserves. “From  the documents received,”
Jam es Halverson, chief  of the  F.T.C.’s Competition Bureau, told a Senate sub
committee, “it  appears  that  the re has  been serious under-reporting of proved 
natura l-gas rese rves.” The natura l-gas situa tion is important for  two reasons.
One is th at  the  m ajo r oil companies are also the major  gas p roducing companies.
The other is th at  a shor tage—or a seeming shor tage—of one kind of fuel  placesadded pressure  on the other’s. *

Besides  ind ica ting a desire for smalle r crud e oil stocks  last year, the major 
petro leum firms also kept the  bulk of thei r refinery capacity  below maximum 
output  for  most of the  year. In  the  firs t fou r months of 1972, according to the ir 
reports  to the Texas Rai lroad Commission, the  top 10 firms actually kept the ir wrefinerie s running below the  level of the same period of 1971. As a resul t, supplies  
of gasoline  and  hea ting  oil dropped below their levels of a yea r before. Refinery 
runs were sha rply  increased in the next five months, l arge ly to head off a summer 
gasoline  shor tage . But this meant th at  hea ting fuel was  scarce by fall. And, as 
was mentioned ear lier , when the Government appea led for  full  use of increased 
import allowances  and  maximum refinery output  to avoid a win ter  hea ting  oil 
crisis , the  ma jor  companies did not comply. When the crunch came, they ac
cele rated refinery operation s to take up the  hea ting  oil slack, but this, natura lly,  
got them behind in gasoline product ion. So t ha t shor tages of gasoline  in  the sum
mer of 1973 became inevitable. Industr y spokesmen poin t out  tha t, despite less 
tha n maxim um refinery operations for much of l as t year , over-all fuel production 
increased over the previous two years. But,  as both indust ry and Government 
projectio ns had  indicated, demand was increasing too fa st  for  any thin g but maximum output to fill th e need.

Meanwhile, a number of the majors were cont inuing the  process, begun some 
yea rs before, of shu ttin g down ma rke ting units  in certa in areas, apparently  
to withdraw  from their least prof itable operation . Industry spokesmen insi st 
they were merely liqu ida ting  “uneconomic” operations . But to some studen ts 
of the  oil business, it  looked suspiciously as  if the  big oil companies were carv
ing up the domes tic market to sha re among themselves. A Federal  Tra de  Com
mission report on the  industry completed las t summer expla ined it thi s way:
“All the  m ajor s can incre ase the ir regional marke t concentration simultaneously  
by pulling  out of marke ts where  t he ir share is lower  tha n their nat ional average 
and  selling  their  operation s to those ma jors who remain. This str ategy will 
work, however, only if the  majors  can ret ain or expa nd their  regional market 
shares. To do so, they must prevent the  fu rthe r entry and  expansion of inde
pendent  marke ters . Ultimately , the  only way to contain or reduce the inde
pendents’ ma rke t sha res  is thro ugh  monopoly power at  the refining or crude pipel ine stages.”

In fact,  since the onset of the  shortages, the  majors  have increasingly  been 
tell ing  independent refiners  and ma rke ters they could not supply them with 
either crude oil or refined products  because they  needed all they had for the ir 
own operations. Indepen dent  reners  have been forced to operate well below 
the ir normal capa city.  The impac t on independent ma rke ters has been dev astat- *
ing. Hun dreds of independent gasoline sta tio ns  have shu t down because of a 
lack of supply. Many that  stayed open were forced to rais e prices, wiping out 
the ir competitive edge. And the  majors  increasingly  opened up so-called “fight
ing bra nd” sta tions which emu late  the  high-volume,  low-overhead, discount 
approach pioneered by the independents.

For the  most pa rt,  Adm inis trat ion officials have agreed with the  oil com
pan ies that  price cont rols coupled with increase d demand were the  princ ipal 
immediate  causes of the  shor tages of last  win ter  and spring. Last November, 
the  In ter ior  Depar tment 's Office of Oil and Gas concluded in a dr af t report that  
the  best  approach to licking the  heat ing-fuel  problem was to raise the  price, 
providing the  ind ust ry with an incentive  to increase  supply. In mid-December 
in a memorandum to President  Nixon, General Lincoln of the Office of Emer
gency Preparedness  said  the shortage was  due “in larg e pa rt  to the  pres sures 
on refinery capa city  coupled with  the price control  situations which has made 
gasoline production preferab le to prod uctio n of hea ting  oil.” Ea rlier th at  month.
Rawleigh  Warn er Jr ., cha irman of Mobil, and  Maurice Granville, cha irm an of 
Texaco, had complained sepa rate ly to Lincoln  about what they both called  the 
“economic penalty” their companies were paying to accelerate productio n of 
hea ting fuel over  gasoline. Never theless , the  Cost of Living  Council has  refused 
to permit across-the-board increases. The C.L.C. concluded last  winter, accord-
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of [he ating oil] and they  know it. ”

So the  ind ust ry's  giants  have failed to get  the price increases they have 
longed for. But  they have accomplished a number of o ther  objectives.  The Alaska 
pipeline has been cleared for  cons truction by Congress and  environmental road
blocks—to offshore dril ling, for  example—seem abou t to fall. The pesky inde
pendent companies have  been gravely weakened. And the  ma jor s’ sagging profit 
pic ture of the late nine teen -six ties  and ear ly seven ties has  take n a drama tic  
turn  for  the better. Exxon , the  na tion’s leading energy company, has seen its  
profi ts rise more tha n 80 per  cent in the  th ird  qu ar ter  of thi s yea r over the 
same period  in 1972, the wo rst  of the indu str y’s recent lean  years .

None of the top five oil companies have  reported th ird -quarte r profit increases  
of less than 50 pe rcen t over  las t year. Gulf, the  thi rd- leading oil producer, says  
its  prof its a re up 91 per cen t from the th ird  qua rte r of  last  year .

The re are  some who believe the major oil companies consp ired to bring about 
these results. Indeed, the Federal  T rade Commission, as a res ult  of the previously 
mentioned study  of the  ind ustry  finished last summer, has  filed a huge an tit ru st  
case aga ins t the top e ight  oil companies accusing them of collusion  to monopolize 
the  industry.

The  F.T.C.’s con tral  allegat ion  is th at  the  eigh t oil ma jors have  “mainatined  
and  reinfo rced  a noncompet itive  m arket str uc ture  in the  re fining of  cru de oil in to 
petro leum products.” They have done this,  the  F.T.C. charg es, by—among oth er 
things—“pursuing a common cause  of action to abuse and  exploit the  mean s of 
gathe ring an d transp ort ing  crude  oil to r efiner ies . . . pa rticip ati ng  in res tric tive 
or exclu siona ry tra nsfer s of ownership of crude oil among  themselves and with  
oth er petroleum companies . . . using their ver tica l int egr ation to keep pro fits  
at  the  crude  level arti ficially  high and profi ts at  the refining level arti ficially  
low . . . accomm odating the  needs and goals of each oth er in the  production,  
supply and transp ort ation  of crude oil to the exclus ion or det riment  of inde
pendent  refiners.” The Commission a lso charges th at  sim ilar p rac tice s have given 
the  e ight firms “monopoly p ower” over the marke ting of petroleum  p roducts. The 
ind ust ry has  vigorously denied  the charges . The case will tak e yea rs to litigate.

mr. simon's business background

Mr. St Germain. Secretary Simon, yon were with Salomon Bros, 
before you came to the Treasury ?

Mr. Simon. Yes.
Mr. St Germain. I t is an investment house as well as a brokerage 

bouse: is it not ? Did you handle issues of stocks?
Mr. Simon. Yes, not for  public consumption. My old firm did not  

deal with individuals, we dealt only with ins titutions .
Mr. St Germatn. Did you deal with any corporations?
Mr. S imon. Inst itut ions , corporations, life insurance companies, et 

cetera.
Mr. St Germain. Oil companies?
Mr. Simon. To the best of my knowledge—and I  have to go back and 

check that—we were not the banker for any ma jor oil company. This  
was not my area of expertise in Salomon Brothe rs. I was in charge of 
the en tire bond operation : agencv and municipal securities. ILS. secu
rities. commercial paper agencies, really the money and financing 
side of the firm.

Mr. St Germain. Mr. Secretary.  I cannot help but think, in li stening 
to the answers to your questions, and looking at portions of  vour test i
mony. that von have expressed a very deep concern fo r the problems of 
the oil indus try, of the majo r oil companies.

Fo r instance, you used such words as “chagrined,” evidently at 
the reduction of the oil depletion allowance and words of tha t type. 
T must say that this does bother  me somewhat. I was hoping tha t the 
Adm inist rator of this agency would be more concerned about the



136

consumer and the price the consumer has to pay for the product.  In  
the past 10 weeks, we have had a price increase in New England from 
22 cents to close to  40 cents a gallon for heat ing oil for the home.

In answer to a question by Mr. Rosenthal about the spread of the 
burden, you seem to be concerned about the allocation of fuel. You 
said, “We’ll look at  the thermostats to see where the heating oil will 
go.” I feel t ha t the other  portion of the burden is sharing the cost. 
The American people are reacting  wonderful ly to this crisis and are 
doing their  share. I feel, however, tha t the people in the Northeast 
who are dependent upon imports—you predict the price of $9 to $10 
a barrel when this  opens up again—are entitl ed to relief.

We usually get most of our supply from the imported oil. T hat is 
why the quotas were so important to us. We are hoping tha t perhaps 
you can devise a means to share the cost burden, the price per gallon, 
among a wider segment of the populat ion.

SPREADING TI IE  BURDEN

Mr. S imon. Mr. St Germain, let me assure you—I was responding 
to a specific question t ha t was leveled at me about the incentives that 
Mr. W righ t talked  about, tax incentives and others. Indeed, we have 
been doing that, and, in fact, the til t has been in the other direction. 
Now we are more aware of the problem of consumers. When we finally 
get this problem under control 10 years from now, if we do our job 
properly , it is going to result in additional supplies, and these add i
tional supplies are going to bring  down the cost to the consumer.

Unt il then, Mr. St Germain, we are  going to be, in general—and 
you, in New England , part icularly—are going to be subject to the 
mercy of the oil prices in the Middle East. We have very li ttle  control 
over tha t, at th is point. When New England imports 85 percent of i ts 
need, tha t is serious.

I am concerned, let me assure you t ha t I am. The first thin g that 
we have to do, as fa r as New England  is concerned, is build a much- 
needed refinery, which I have been working on for the past year with 
the congressional delegation up there. I am sure that if you will speak 
to your associates from New Englan d-----

Mr. St Germain. I have been to every one of the meetings, Mr. 
Secretary, I  assure you, for 13 years now.

Mr. S imon. We will continue to  cooperate and work on the unique 
problem in New Engla nd th at you have.

OIL INDUSTRY DATA

Mr. St Germain. Would you agree with the statement tha t there  
are virtua lly no independent statistics on the activities of the oil in 
dustry  other than those furnished by the oil companies themselves?

Mr. Simon. Stat istic s from independent companies are not pub
lished, as are the majors’ statistics. What  we have done recently in 
this regard was to establish last February regional advisory groups  
composed of the independent components of the petroleum industry 
all over the United States for the various regions. We are meeting 
with them in the next 3 weeks. T met with a New England group  last 
week. They are going to provide us with weekly da ta, henceforth, so 
tha t we can begin to define what the problems are. We all know th at
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the problems in Maine are  going to be a little dif ferent than what they 
are in New Jersey and New York, and we will be be tter able to deal 
with the allocative process in that  fashion.

ADV ER TI SI NG  OU TL AY S

Mr. St Germain. Get ting  to pricing, for a moment. I asked earl ier 
witnesses this question. There is a recognized shortage of product, 
gasoline and heating oil, in the country today. I do not think any 
major oil company has any problem selling its produc t. It  is being 
gobbled up the minute it leaves the refinery and  as it hits the gas s ta
tion or the distributors.

Yet one looks at the adver tising  costs for 10 of the majors here, 
Jan uary to December 1971, $108 million. Jan uary to June  1972, $54.8 
million, with a product ion level of $110 million. You turn the TV 
sets on and you see the Exxon tiger, the Texaco man with the star,  
and the friendly Sunoco fellow who wants to buy his daughter a nice 
wedding. Tha t is all well and good, Mr. Secretary.

But  that adverti sing cost is passed on to the consumer, part icularly  
tha t fellow in New England.  You know he is pay ing through the nose 
for that . I am hopeful that  you will look at this. When you grant 
them a price increase, do not just look a t the added cost to them. Look 
at the entire picture  and determine if they do not have some items 
that  do not belong there, tha t are unnecessary.

Mr. Simon. Mr. St Germain, last week, as chairm an of the Oil 
Policy Committee, I spoke to the major  oil companies about the ir 
advertising policy. I think  I have seen a change in thei r thrust. 
Exxon and Mobil and all the rest of them, are now educating the 
public—or attem pting to—on how they can conserve energy and 
how important it  is to conserve energy.

Through the Federal Energy Administration,  we are going to 
pu t on a massive educational program for the public. I hope to be 
able to come up here and talk  to the Congress about it. I think there 
is a great need to explain  to  people how thi s happened. There is great 
confusion in America. I know all of you are be ing asked “How could 
this  have come about?” “Did not somebody know about it? ” There are- 
lots of reasons.

Mr. St Germain. Mr. Secretary , I thin k you realize tha t there are 
some people who are asking Members of the Congress the following 
question: “Is  this  a red her ring being thrown out to diver t the atte n
tion of the American people from other problems in this coun try?”

That is why I think it is important that the majors face up to it 
and tha t you, in th is new agency, have your own statistics.

In  your prepared statem ent you say U.S. refinery capacity actually  
decreased bv 11,000 barrels per day in 1972, even though the demand 
increased. As a mat ter of fact, General Lincoln and the President, 
when they listed the quotas in 1972, asked the refineries to increase 
the ir refining. The response of the major oil companies, which con
trol most of the Nation’s fuel production from the wellhead to the r e
tail  dealer, was to import only one-thi rd of the additional crude oil 
the President authorized , and to run most o f the refineries below ca
pacity for the rest of the year.

There was a study done by the Senate Inve stigatin g Subcommittee 
at the beginning of the first peacetime petroleum shortage  in the
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United States. Then, we look at the indications tha t the larger com
panies have deliberately slowed production. The Texas Railro ad Commission requires all the largest  firms to repo rt crude oil stocks. The 
10 largest oil companies reporting showed smaller stocks of crude oil storage in 1972 than they had in 1971, even though demand for products has risen 7 percent. I  do commend this  particular article to your attention . It  also quotes the FT C’s invest igation and the charges being brought by them agains t the eigh t oil majors.

I thank  the chairman. I wish you well, Secretary Simon, there is a lot to be done, I hope you can do it.
Mr. Simon. Thank you, sir.
Chairman H olifield. Air. Mallary?
Air. Mallary. Thank you, Air. Chairman.
Let me address myself briefly to  policy linkages. I gather from the 

testimony of Air. Ash this  morning tha t the Federa l Energy Office, as constituted, will be phased out. Is that correct ?
Air. Simon. Yes. The Federal Energy Office, which I will head, is the White House arm-----
Air. AIallary. That is the Office just created by Executive order?Air. Simon. Yes. sir.

POLICY LINKAGES

Air. Mallary. AIv concern is—how do you foresee the policy link
ages being developed? I sta rt with the Federal Energy Administ ration of which you will be the Administ rator , and ERD A, if it is created. They will both have a direct reporting  relationship to the 
President, as I understand it, yet there will be close and important policy linkages between the two. IIow do you see the reporting  relationships and the linkages being worked out ?

Mr. Simon. We will develop a very close re lationsh ip with ERDA 
when it is created because on the ch art tha t you see, our organizational  chart that you have in fron t of you, we have the Assistant Adm inist ra
tor  for Energy Resource Development, tha t one could call Project Independence.

This  is the implementing arm, if  you will, of ERDA. As the research and development is completed, all the economics have been defined, 
for example, with oil shale, gasification and liquefaction, this group will set about breaking through the redtape  and the problems in
volved in the nuclear plants, gasification and oil shale pilot plants, et cetera, so there is going to be very close linkage.

I will involve myself, as will Joh n Sawhill, in the policy consid
erations of ERD A, as f ar as pr iorit ies on research and development, and we will be working closely together.

Air. AIallary. I t was indicated in the earlier testimony tha t the head 
of the Energy Policy Office would be set ting broad policy guidelines in terms of priori ties for activities with in the Energy Research and 
Development Administration. AVith the demise of the Energy Policy Office, the policy would now be set by the FEA.

You say there will be cooperation with no direct structural relationship.
Air. Simon. In  mv role as head of the Federal Energy Office, I  will be the advisor to the President on energy matters.
Air. AIallary. You will be a l ittl e more equal among equals.
Air. Simon. I guess so.
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FE A AN D CLC

Mr. Mallary. Let me ask one other question.
By th is bill, the responsibilities of the Cost of Living Council with 

regard  to pricing of energy are moved over into your A dminis tration.  
There are tremendous impacts, obviously, among energy prices and 
the prices of other items tha t are controlled by the Cost of Living 
Council.

I low do you see policy decisions being made under  this sp lit Admin
istra tion ?

I)o you foresee th at the Fede ral Energy A dmin istrat ion will decide 
on the basis of energy what is necessary and let the CLC pick up the 
pieces in  terms  of adjustments. Or is there  some structural committee 
or o rganizat ion tha t would coordinate policy between the two?

Mr. Simon. In the transition of the next few weeks, we are going 
to tran sfer the pricing from the Cost of Living  Council to this new 
Admin istration. We will assume all of the  staff, a very capable petro
leum staff, that  has worked on the pricing in this area. It  will be an 
orderlv transition.

Mr. M allary. The tran sition no doubt will be orderly. I  am think ing 
in te rms of future determinations  of policy. Obviously if the price of 
residual fuel or the price of middle distilla tes goes up. there are  going 
to be major impacts tha t the Cost of Living Council will have to work 
out. There should be a coordinated policy effort.

Mr. Simon. We will continue to coordinate. I meet with  John Dun
lop at 8 o'clock every morning, and I meet several times a day with 
him and his staff.

Mr. Mallary. There is no structure built up except just the personal 
relationship you have.

Mr. Simon. T hat is correct. This is part of the economic policy team 
tha t 1 spoke of before. As a part  of this , we cannot separate the pric
ing, you are quite correct, of petroleum or any of its pieces from 
pricing in the rest of society. If  there is any one subject that  ramifies 
and spreads through the entire  spectrum of our society, economically 
and otherwise, it is energy.

FE A AN D EP A

Mr. Mallary. Let me ask a similar  question with regard  to your 
relationship with the EPA. Presumably some of the policy decisions 
that  you will be called upon to make will have major impacts on our 
environmental protection policies.

How do you propose coordina ting decisions of your agency with the  
EP A ?

Mr. Simon. I met with Russ Train and Bob Samson tonight at 5 
o’clock for 1 hour to discuss exactly this question and how we could 
not only coordinate but find this much needed compatibi lty between 
the environment and our energy requirements.

We are very definitely going to develop this communication, as I 
did when I  was Chairman of the  Oil Policy Committee. And  at meet
ings of the Oil Policy Committee, before making  the recommendations 
to the President, the Environmental Protection Agency was repre 
sented in this  group each week at our meetings.
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ALL OCA TIONS POLIC IES

Mr. Mallary. One othe r que stio n ref lec ting  m y New  Eng land  bias.
Do you see any po ssibi lity of  ad ju st in g alloca tions of  res idu al and  

othe r fue ls so as to reflect the rel ati ve ly gr ea te r depend ence o f c ert ain  
are as  on p etrole um  as a base  for  ele ctr ica l ge ne rat ion ?

Th e concern  I  am ge tt in g at  stem s fro m t he  fa ct  t h a t in the  no rth
easte rn  are a, 70 p erc ent of  all  electr ica l gene rat ion is wi th pet roleum . 
Th is  perce nta ge is su bs tant ia lly  gr ea te r th an  in man y othe r are as of 
the coun try , an d I  am con cerned  th at  res idu al fue l alloca tions may 
adverse ly affec t my a rea .

Mr. S imo n. R esidual oil is pro bably  ou r major  pro ble m righ t now. 
Th ere ar e 46 plan ts th at  ca n imme dia tely switch ove r fro m oil  to coal. 
O f these , 26 can be done with ou t any  re al vio lat ion  of E PA , and we a l
read y have those 26 in  motion to make the  switch . W e h ave  a coal prob 
lem, too. Th e s urg e capacit y in coal is n ot th at grea t. So we are  wo rk
ing ter ribl y ha rd  on t ha t,  too.

Mr. Mallary. Than k you v ery much.
Cha irm an  H olifield. The gen tle ma n h as 2 ad di tio na l m inutes.
Mr . Mallary. I w ill yield.
Ch ai rm an  H olifield. Mr. Fu qu a.

PRO SPECT FOR RA TIO NING

Mr.  F uqua . Than k you ve ry  much, M r. C ha irm an .
Mr. Sim on,  you were  quote d las t week in a news con ference  as say

ing we ha d to reduce  gasol ine  consu mp tion by 30 perce nt in the  firs t 
3 mon ths  of  1974.

Ho w do you propose  th at  we do  th at  ?
Does yo ur  pro posal  inclu de  ra tio ni ng  ?
Mr. S imon . Well, sir , to answ er yo ur  last  question firs t, I  would say 

ra tion in g is on the  li st ; yes, it  i s; bu t on m y pa rt ic ul ar  l is t it  w ould  be 
the la st  me tho d, the most severe  me tho d to  impose on th e Am erican  
people.

Mr . F uqua . Do we have t o red uce o ur  de ma nd  by 30 pe rce nt in o rder 
to m atc h an tic ipated  su pplies ?

Mr. S imon . T hat  is gas oline fo r ple asu re dr ivi ng . ITow do we pr o
pose to  do th is?  We  a re go ing to  h ave  a  15-perc ent  red uc tio n th roug h 
allocati on  of  the deli ver ies  of  the pr od uc t to the gas oline stat ions ; 
a 50-m ile- an-hour and 55-mile-an -ho ur s peed lim it fo r c ars a nd  trucks , 
respec tively , will  he lp in th is  are a. Th e Su nd ay  gasolin e sta tio n clos
ing s also  are go ing  to help. F u rt her mea sures will  to  be take n in the 
con servat ion  are a. W e find  pr ice  is a lre ad y a d am pe ning  of demand  fac 
tor , no t on ly on gasolin e bu t also  on fue l in the New Eng la nd  area. 
Th e pr el im in ary figures, I  assume—we were  blessed with  the  warm 
mo nth  of Novem ber. Le t me ha ste n to  ad d th at we a re no t s et tin g Gov 
ern me nt pol icy  b y be tti ng  on  wa rm  w eathe r, even  t ho ug h we do hope 
fo r it.

We ha d almost an 18-percen t red uc tio n in  dema nd th an ks  to (a)  
wa rm w ea the r, abo ut 40 p erc en t, an d (6) th ro ug h conserv ation  m eth 
ods on the o th er  60 perc ent .

I  tr u ly  believe th at  we can  lic k th is  t hi ng  wi th thes e measures  th at  
we have taken .
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We did a shor tfall study, which we will continue to update. Obvi
ously, as conservation methods take hold and also the inventories in
crease due to the nice weather we had during the month of Novem
ber, this spreads  our problem out and begins to minimize the sho rtfall.  
I will be updatin g this and presenting new figures on the extent of the 
shortfal l to you more weekly.

•  If  i t becomes apparent in the very near future t ha t all the  measures 
tha t we can possibly take, short of ration ing, will not do it, then I 
would not hesitate to recommend to the President that we would have 
to go to gasoline rationing.

* Mr. F uqua. Is that auth ority granted in th is legislation ?
Air. Simon. The President has the auth ority , yes.
Mr. F uqua. The President already has the authority  ?
Mr. S imon. It is in the emergency energy legislation.
Mr. F uqua. It  will be coming up this week.
Mr. Simon. Yes.

STATE-LOC AL COOPERATION

Mr. F uqua. A nother poin t I  asked th is morning o f Mr. Ash—I cer
tainly want to reiterate it to you. In  the administra tive line tha t you 
have established for the Assistan t Adm inis trato r for Operations and 
Compliance, have you provided for a liaison with State and local 
governments ?

How do you propose to cooperate and work with the State govern
ments tha t are now working in an allocation program, try ing  to  meet 
emergency needs ?

Has  this  liaison item been given too litt le attent ion, or is it going to 
be a mat ter of utmost concern to your office ?

Mr. Simon. I t is of absolute, utmost concern. Fi rst  of all, we have 
beefed up, as I said a while ago, all o f our regional offices. Each one of 
our regional office directors that  was in this  weekend, I  spoke to back 
home on a conference call yesterday. They have either spoken or visited 
the Governors already, or they are about to. in th e S tates  th at fall in 
the ir region.

• Now, different States  would like different powers and different au
thorities. Others would like the Federa l Government perhaps  to do 
certa in things. I will be meet ing with the Governors th is Thursday to

* define the exact areas of cooperation, and how best we can make this 
system work.

Mr. F uqua. All the Governors ?
Air. Simon. A t the Governors’ Conference tha t will be in town.
I believe tha t States  understand thei r own prioriti es and their own 

problems a lot better than  we do in the Federa l Government, and we 
will in every way that  we can le t the S tates exercise their  prerogatives 
in solving thei r local problems.

Air. F uqua. I  thin k this  is good, but I do hope you will give them 
the proper cooperation in t ryi ng  to resolve many of the difficult prob
lems that are going to develop.

Air. Simon. They are going to be our s alva tion ; yes, sir.

ACCESS TO PRES IDEN T

Air. F uqua. Governor Love was quoted in a news conference as 
saying that one of the reasons t ha t he was disillus ioned was the inac-

26-725— 7- 10
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cessibility of the President . Are you going to have access to the Presi 
dent directly?  If  not, what will be your line of communication with 
him ?

In other words, have you been assured of having access to the Presi
dent so that the highest priori ty could be given to this  very difficult 
situation?

Mr. Simon. I  have never found, Congressman, when I had a deci
sion tha t required the President to make the decision, such as taxes, 
ration ing, something like tha t, tha t I could not get the President ’s 
attention on this very quickly. I also have felt, even when I was 
chairman of the Oil Policy Committee as I feel today, tha t there 
are many decisions t hat  do not necessarily require President ial deci
sion. and that  we should just go ahead and do them.

Tha t is judgmental.  I hope my judgment is good.
I can also assure you that  the President is going to be the Chairman 

of the Emergency Energy Action Group tha t will meet at least 
weekly. He will par ticipate in the discussions that  come about before 
we make most of these decisions.

Mr. Fuqua. Thank you. Mr. Chairman.
Chairman Holtfield. I thank the gentleman.
The gentleman has a few minutes left. Would he be so kind as to 

yield them to our colleague and our guest tonigh t, Mr. Macdonald, 
and the Chair will also yield.

Mr. F uqua. Yes.
Chairman Holifield. The gentleman is recognized.
Mr. Macdonald. It  is good to see you, Mr. Simon. I for one am 

delighted tha t you are taking over the job t ha t you are taking. I am 
sorry it did not happen a long time ago as it should have.

Before I get into some of the  questions, I  though t we ought to clear 
up one or two things. It seems to me that when you said Xew England 
is a t the mercy o f the Middle Eas t, I am not quite sure you did not 
misspeak yourself.

We are at the mercy of Venezuela, the Caribbean, and Canada, not 
the Middle East.

Mr. S imon. All our incremental barrels—this has been tru e for over 
a year now—are going to be met for the foreseeable fu ture  from the 
Middle East,  and we all know what has been happening to pricing in 
the Middle East.

As we move toward the end of this decade, and our imports grow
from about a thi rd r ight  now to 50 percent in mid-1976-----

quota system

Mr. Macdonald. I am not tr yin g to deprecate the impor tance of the 
Middle E ast. You said Xew England  was at the mercy of the Middle 
East. I thin k we were at the  mercy of the  quota system which many of 
us fought for so long. There were no quotas coming out of  the  Middle 
East.  The quotas were coming out of Venezuela and the Caribbean 
and to a lesser extent Canada.

Mr. Simon. The quotas were set by the U.S. Government. I was made 
Chairman of the Oil Policy Committee in Jan uary of this year. The 
quota system, as you know, sir, was changed in April.
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Mr. Macdonald. The quota system was changed aft er it became ap
parent, even noticed by those people, the most hard-nosed people in 
the Southwest, t ha t tlie price of oil coming out of the Southwest was 
above th at  of the world market. It  did not seem to me to be any great 
move to remove quotas that were not  working for anybody. Tha t is 
another point.

Mr. S imon. Yes, sir, you are correct. Th at is one of the reasons why 
we are where we are today. There is no doubt about tha t. My remark on 
tha t was reflecting on Congressman St Germain ’s problem as far as the 
prices to the consumers in New England  are concerned, where you are 
forced to import so much.

SHORTAGE OF TUBING

Mr. Macdonald. I am very interested in your statement about the 
tubu lar casing materia l that  is being shifted throughout the north  
continenta l routes. As a m atte r of fact, I have had telephone conver
sations with a man—he and I a re not friends inasmuch as I have a law
suit pending  against him via the FPC , Mitchell of Mitchell Gas and 
Oil in Texas. He tells  me that  day in and day out, drill ing  machinery is 
being shipped out of Houston, Tex., to the Alicl East.

I wonder if you could do anything to stop that.
Mr. S imon. We are looking at it. I met with Secretary Dent of the 

Commerce Department on the problem of the rigs and the tubu lar 
casing. The exportat ion of tubu lar  casing is up 96 percent in the first 
7 months of this year.

Mr. Macdonald. Do you not think tha t is a peculiar state of affairs 
when we are sti ll shipping d rill ing  machinery tha t is in terr ibly  short 
supply  here, to go to the Mid East ?

Do you not thin k that  is a real contradic tion in terms—they are 
shutting  us off, and we are giving them the material  to dril l more oil to 
shut off from us?

Mr. S imon. That is exactly why those figures came to my desk 4 days 
ago. I have only been at this  job a week. Let  me assure you, Mr. 
Macdonald-----

Mr. Macdonald. Mr. Simon, you and I can play musical chai rs about 
this forever and ever and ever. I wish you well. I  know you are going  
to do a good job. I said so publicly, I ’ll put it in the record, that I 
think you are the man for the  job. You should not have to  apologize.

Why does not somebody jus t say, we really goofed. Now we are 
going to try  to do something about it, 8 years  too late, or later,  in any 
event.

Mr. Simon. I would agree with  that,  Mr. Macdonald. I have never 
hesitated to say that.  I just  ha te to blame people th at came before or 
come a fter. All I know is what has happened since I  have been here. 
Fine, we have goofed. We’ve had a lo t of bad policies. I have had a 
lot of  no-policies that  have hurt.  Now we have to change things.

Mr. Macdonald. In  the  second pa rt when you talk about depletion 
allowance being reduced, you misspoke yourself again from 27.5 to 22. 
Indeed, it was.

Chairman H olifield. I f you would yield to me, the Chair will yield 
the balance of his time, 5 minutes.
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DEPLETION  ALLOWANCE

Mr. Macdonald. I thank the gentleman.
Do you not think that it would be a much better thing instead of 

raising the depletion allowance here in the United States , to do just 
the opposite, to go to the Middle East and tell our people in the Middle 
East , “you no longer get yo ur oil depletion allowance for oil drilled in 
the Middle East, which you do not own, for which you pay, either in 
payment o r royalties, in such a way tha t once you pay income tax to 
those sheiks who are heads of states, that  you no longer have to pay any 
tax at all to the United Stat es?” I f they did three things they would 
certainly soon tu rn these hardheaded  business people around. First, 
you take away th eir depletion allowance for the foreign oil which they 
never deserved in the first place. You can make an arguable case 
tha t perhaps they deserved it  here in the United States, but  what pos
sible kind of case can you make tha t they should get a depletion 
allowance for something they do not own in  the Middle East?  They 
get a 22-percent depletion allowance on oil tha t they do not own. 
Second, they get a foreign tax credit so tha t they cannot explore 
fur the r here. And th ird,  they do not pay income tax on th at money be
cause, by some shenanigans with the sheiks or the leaders of those 
countries, they pay i t to them in lieu of paying i t to us.

So we lose three ways. In stead of giving them a fur the r depletion 
allowance here, why not take it away from them and turn it back 
here in the United States, in the north continenta l limits  where they 
belong? There would not be a shortage there because as you and I know 
very well, they know where the reserves are. They know where the oil and gas is to be found.

It  jus t is not worth i t because they get the quick buck from the  three 
things they get overseas. I  have been accused by members of my own 
committee of s itting on gas price controls in the Inte rsta te Commerce 
Committee, bu t I  took the majors to my office and asked them, if we 
gave them a windfall  profit by lif ting the price on new gas, would 
they guarantee tha t they would put  tha t in fur the r explora tion in 
the continental United States, and I know’ you must know what thei r 
answer was. Their answer was no, there  could be no such guarantee.

When I  recovered from mv shock, I asked them why. They said their 
first duty  was to thei r s tockholders. I said, if you would not put  the 
money into fur ther oil and gas explorat ion, what would you put it 
into? And they replied stra ight forw ardly, straightfacedly , and one 
of them indicated tha t he would put  it perhaps into real estate inas
much as that would get a bette r retu rn for his stockholders.

Now, what kind of an empire, supergovernment is th at that  controls 
the U.S. Government?

Chairman Holifield. The gentlem an’s time has expired.
The Chair will not utilize his 4y2 minutes tha t he has left, but he 

will ask some questions th at the gentleman can reply to later , if we 
run short of time.

The AEC  report to the Pres iden t, the special report by Dr. Dixy 
Lee Ray, does not tell us what coal liquefaction, gasification, solar, 
air, wind, or o ther energy form would contribute toward energy inde
pendence by 1980, and possibly 1985. In  fact, the forwarding letter 
says the  projec t recommendations will be made later.

If  the gentleman wishes to comment on that , he may.
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rLA XT-BU ILD ING DELAYS

I would ask him one other  thing. The only indigenous supply of 
energy with immediate prospects depends on coal and nuclear. Now, 
the gentleman spoke about the time it takes to build a nuclear plant. 
AV e are building them, as he said, in J apan  in 4 to 5 years. The same 
companies are taking 9 or  10 years in the United States, due mostly 
to litigat ion, environmental suits, and tha t kind of thing.

Mr. Simon. And redtape.
Chairman H olifield. Redtape in the  licensing and regulation which 

the President has ordered to be expedited.
The first central  station nuclear plant in Shippingport , Pa., was 

built, in 3l/2 years. It  is entirely possible, as we are  proving in Jap an,  
to build nuclear plan ts in 5 years.

A big coal plant is about the same. A big coal mining operation 
takes about, that length  of time. Those are the two things tha t we can 
depend upon in the immediate future . I call that to the atten tion of 
the gentleman. He can comment on it for the record now or later. 
He lias possibly 2 minutes.

Mr. Simon. We are going immediately to work, as far as coal is 
concerned, to increase surge capacity in 1974. I will be meeting with 
the coal group next week on this subject, although  our prelim inary 
figures, and they are only preliminary, show an additional 300,000 to 
500,000 barrels of oil a day. We have allowed, as I said earlier, Mr. 
Chairm an, our coal industry  to deteriorate  over the years for environ
mental reasons pr imarily.  We now have to give some encouragement 
to bring  this industry back to life because it  is only contributing 17 
percent, and it could contribute 25 percent, of our energy needs.

FEA AND EIIDA

Chairman Holifield. I am glad to hear the gentleman say tha t, 
because we have to get busy on this coal problem and make coal ac
ceptable to the environment.  I understand tha t.

Both you and Mr. Sawhill stated  tha t demonstration projects are 
to be carried out by FE A not ERDA. I ’d like an explanation as to 
why F EA  should car ry out a demonstrat ion when they are not a tech
nical agency. It  has long been the custom of research and develop
ment laboratories to perform the, f irst pilot plan t, eithe r by contrac t 
or in-house, to build the first demonstra tion project , not an opera
tional management agency such as the FEA .

Do you mean that  you are going to take over physical manage
ment of a coal gasification plant or a coal liquefaction plant?

The gentleman shakes his head, bu t it does not show on the record.
Mr. Simon. Our role, Mr. Chairman,  will be one of expediting,  and 

making sure tha t it does not, take 10. 11 years.
Chairman Holifield. Not actual management of the demonstration 

project.
Mr. Simon. No, sir.
Chairman Holifield. You then will not be taking over the actual 

management of the plants, but they will lie p ut unde r your  direc tion.
Mr. Simon. Yes, sir.
Chairman Holifield. Under the overall direction of FEA ?
Mr. Simon. Yes. sir.
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Chairm an Holifield. Thank yon very much. That  is all I have.
A request has been made to  make the rounds of the committee once more for just a few minutes of additional questioning. We have Dr. 

Dunlop here. The  Chair  promised we would pu t him on at 8 :30. Is it 
the wish of the committee that  we each have an addit ional  2 minutes and tha t we ask Dr. Dunlop to give us that leeway?

Wh at is the will of the committee ?
Mr. Rosenthal. Mr. Chairm an. I have three questions.
Why don’t I ask the Secre tary and he could put  them in writing for the  record.
Chairm an Holifield. Please do.
Mr. Rosenthal. I  have three  questions. Mr. Secretary.  T wonder if you could get the  answers to  us as quickly as possible so they could he included in the record.

INDUSTRY BACKGROUND OF PRINCIPALS

The first one is. as you know, many of us are interested in the  con
flict-of-interest issue involving this agency. I am in the process of prep arin g some hopeful ly relevant  amendments. In  response to the 
question from Mr. St Germain about your prio r association with 
Salomon Brothers, he asked whether they had any underwritings  of coal or  oil industry dealings.

Could you, one, tell us what your relationship was with Salomon 
Brothers, and within the last  5 years, what, i f any, financial dealings 
they had with the oil industry,  as underwriters  and things like tha t.

As part of that  same question, Mr. Zarb, who is going to be the head 
of the  Office of Petroleum Administ ration in the  new agency, was, a t one time, executive vice president of Hayden-Stone.

Could you tell us when he terminated  that relationship and what 
other relations or other financial relations Ilayden-S tone  has with the oil and energy industry.

Tha t is question one.
[The following information was supplied for the record :]

Rela tio nship  of Salomon Brothers to Petroleum I ndustry

Salomon Brothers, a major New York investment banking house, has never maintained a significant relationship with the petroleum industry . Neither has the firm ever been financially dependent upon fees or commission income from from companies within tha t industry . Salomon has rendered hanking and other services from time to time (such as lease financing, sale of commercial paper, brokerage and trading, and underw riting public and private offerings of securities) to certain companies within the industry. Yet the income such services, when considered separately or in the aggregate, was not mater ial to the total income of Salomon for either of the two fiscal years ended October 31, 1973. An estimate by Salomon indicates  tha t the firm’s revenues for all activities related to petroleum companies average .1 percent of total revenues. It should be noted, for example, tha t Salomon has acted as managing underwriter in a public offering of securities for only one company within the petroleum industry during the last two years—Skelly Oil Company.
A distinction should be drawn between Salomon's partic ipation  as managing unde rwri ter and its participation merely as a member of the underwri ting syndicate. The issuer of the securities chooses the managing underwrite r while the managing underwriter generally selects the syndicate member. Consequently, the participation of Salomon solely as a member of the underwriting syndicate formed to distribute securities for  other  petroleum companies should be realistically construed as the desire of the managing underwriters to enhance the prestige of the syndicate, rather than the result of any special relationship between Salomon and the petroleum industry .
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One final rela tion ship between Salomon and the  petroleum indust ry deserves 
mention . Salomon has  an investm ent  program for the  benefit of its par tne rs,  
one aspect of which is the cre ation of taxable deduc tions  which  can be applied 
again st the sub stantial ind ividual income of the  partn ers . In  each of the la st  
two years, the  par tne rsh ip has  invested in oil and gas dri llin g programs for the  
purpose of generat ing tax  benefits. Both the  agg regate inve stment and the 
ret urn on the investme nt in the  dril ling  programs are complete ly imm ater ial in 
relatio n to  the income of th e partner ship.

Moreover, on December 6. 1972, Pre sident  Nixon nominate d Mr. William E. 
Simon, a senior pa rtn er  of Salomon Bro ther s, to serve  as Deputy Secreta ry of 
the  Treasury. In order to elim ina te any potentia l conflict of interest, Mr. Simon 
entered into  a n agreement on December 7. 3972. with his firm which severed all 
financial relat ionship s of Mr. Simon with Salomon Brothers, including sala ry, 
pro ra ta  intere st in the  cu rre nt  profits or losses of the  par tne rsh ip,  and equi ty 
int ere st in the  firm. On Ja nu ar y 1(5, 1972, the Senate confirmed the  Pre sident 's 
nomination and on Janu ary 24. 1973, Mr. Simon's cap ita l sha re (valued as of 
November 30, 1972) was wi thd raw n and paid to his designated deposita ry, 
Morgan Guaranty  & Trus t Company. Mr. Simon ret ains  no beneficial int ere st 
in Salomon Brothers.

In light of the  foregoing info rma tion , it is Mr. Simon’s firm belief that  the  
pu rsui t of his public dut ies as  Deputy Sec reta ry of the  Tre asu ry and Adminis
tr at or  of the  Federal  Energy Office would involve no conflict of inte rest . 

Investment Banking Services for P etroleum Companies in  the Last 2 Years

Commonwealth Oil & Refining______________________________________  (2)
Con tinen tal Oil Co_______________________________________________ (2)
Gulf Oil Co_____________________________________________________  (2)
Phi llip s Petroleum Co_____________________________________________ (3)
Shell Oil Co_____________________________________________________  (2)
Shelly Oil Co____________________________________________________  (’)
Mobil Oil Co_____________________________________________________  (3)
Sta ndard  Oil of Cal ifornia_________________________________________  (2)
Cities Service Co___ ,______________________________________________ (2)
Esm ark  (Sw ift & Co.)____________________________________________ (2)

1 Ma nagin g un de rw riter.
2 Lease  finan cing—pr iv ate pla cem ent.
3 Sale of commercial  p ape r.

Trading Transactions I nvolving Petroleum Companies in the Last 2 Years

Northe rn Illin ois Gas.
Pan han dle  Ea ste rn  Pipeline.
Pennzoil Co.
Phillips P etroleum.
Shell Oil.
Skelly Oil.
Southern  Union Gas.
Standard Oil of Cal iforn ia.
Standard Oil of Indiana.
Standard Oil of Ohio.
Gulf Oil.
Sun Oil.
Superior Oil Company.
Tenneco.
Texaco.
Texas E ast ern  Transmission. 
Transcont inenta l Gas Pipe line.
Truck L ine Gas.
Con tinen tal Oil.

Amerada  Hess.
Ark ansas Louisian a Gas.

* Ashland Oil.
Atl ant ic Richfield.
Br itish  Petro leum.
Brown & Ro ot

• Cities Service.
Colorado Intersta te  Gas. 
Columbia  Gas. 
Consolidated Na tur al Gas. 
El Paso  Na tur al Gas. 
Exxon .
Get ty Oil.
Halliburto n.
Lone S tar Gas.
Marathon Gas.
Mobil Oil.
Nation al Fuel  Gas. 
Na tur al Gas Pipel ine. 
Northern  Natu ral  Gas.

Relationship of Frank G. Zarb to Hayden-Stone, I nc., and to Petroleum 
I nterests

In July. 1973. Roy L. Ash. Dir ector of flip Office of Management and Budget, 
named  Frank G. Zarb. Executive Vice P resident and Cha irman of the Execu tive 
Committee of Hayden-Stone , Inc., Ass istant Dire ctor  of the  Office o f Manage-
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inent an d Budget.  Oil  December 5, 1973, Willi am  E. Simon, Adm in is tra to r of the  
Fe de ra l En ergy  Ad mi nis tra tio n, asked Mr. Zarb to tempo rarily assume  responsi 
bil ity  fo r th e op erati on s an d com plianc e fun cti on  of th e Fe de ra l En ergy  Office.

In  or de r to el im ina te any po tent ia l conflic t of in te re st  bef ore  com ing to OMB,
Mr. Zarb ha d severed all  financ ial re la tio ns hi ps  wi th Hayden-Sto ne,  Inc., inc lud 
ing  sa la ry  an d equit y in te re st  in the firm. Mr. Za rb  re ta in s no beneficia l int erest  
in Hayde n-S tone, Inc . Wh ile employed  wi th Hayde n-S tone, Inc.,  Mr. Za rb had 
no oil com pan ies  nor com panies associa ted with  oil in te re st s as  hi s cli ent s. #

PETROLEUM SIIORTFALLS

Mr. R osenthal. Question two has to do with a s tory in th is morn- •
ing's New York Times and this afternoon's Washington Sta r that 
said tha t the oil industry—the petroleum supply demand committee 
estimated the shortage for the first 3 months o f 1974 to be 2.5 million 
barrels a day as compared to the President 's estimate  of  November 25 
of 3.5 million barrels a day.

Can you tell us what you expect tha t to be ?
[The following information was suppl ied :]

As of Dec ember  14, 1973, the  sh or tfal l es tim at e fo r the firs t qua rt er  of 1974 
is 3.27 millio n ba rrel s o f oil p er  day .

Mr. R osenthal. In  your testimony before the Senate committee on 
December 6. you stated that in addition to dra ft legislation, you had 
an amendment, made available to the committee staff, which will 
create a Federal Energy Office within  the Executive Office of the 
President.

Could you tell us if you are  still recommending the adoption of th at 
amendment, or what the s tatus and thrust and purpose of it is.

Mr. S imon. Certainly .
[No information on this  matter was received at the time of pr inting 

the hearing  record.]
Chairman Holtfield. I s the gen tleman in a position to answer those 

questions now, or does he wish to answer them in detail ?
Mr. S imon. I would p refe r to answer them in detail in wri ting.
I would have to go back to records  as fa r as oil underwritings. I will 

guaran tee you that  my firm as well as all firms on Wall Stree t en- *
gage in underwritings  when it conies to all types o f corpora tions. We 
had part icipa ted in underwritings. When I say we were not the bank
er for. that would be the major  manag ing underwriting. *

Mr. Rosenthal. Just put it in writing.
Mr. St Germain. This is for  the record. Up until now, the American 

people have not been so concerned about the major oil companies— 
the hold they have over resources. For example, a g reat deal of coal 
mines are now owned by major oil companies. I read an ar ticle last week 
that  foreign investors were invest ing heavily in coal because they 
wanted coke for their steel mills. The contract  reads ,-if they put in 
50 percent of the money for the development of the coal mine, they 
get 50 percent of production. That should be looked into, tha t al
location.

Getting back to the dominance of  the major oil companies, and their 
investments in foreign countries, and the advantages tha t accrue to 
them from operat ing in these foreign countries rather  than domest ical
ly. the Congressman gave us a pre tty  good outline because of his ex
pertise as a member of the Committee of Interst ate  and Foreign Com
merce. hut he d id not ask you to comment. I  do think,  for the record,
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it is im portant we get your thoughts, your feelings, on what we might 
expect from you in the future to  encourage and—what was tha t word 
they used when they were try ing to talk  to the steel companies to get 
the prices down—jawbone, if  you could jawbone a little bit. If  that is 
not effective enough, come to the Congress and say you need additional 
help to get them away from these heavy investments in foreign lands 
where we are subject to the whims and fancies of these government 
leaders.

Mr. S imon. I will be delighted to do that , and add that  last March, 
the Treasury Departmen t, in setting  up its tax reform proposals, ad
dressed exactly what Mr. Macdonald was saying, to change this til t 
from foreign dril ling  to domestic drilling. Tha t was a very con
troversial issue, as far  as many people were concerned. With an emerg
ing energy problem, th at  is exactly what we are doing, and we did 
attack the intangible tax credit  involved, tha t you mentioned, Mr. 
Macdonald.

[The information referred to follows:]
On Apr il 30, 1973, T re asu ry  mad e tw o pr op os al s th a t co uld af fe ct  V.S . oil 

oper at io ns  a b ro a d :
1. I t prop os ed  to  ta x  curr en tl y  th e inco me of  fo re ig n su bsi d ia ri es  re ce iv ing 

ta x  ho lida ys  (s ee  pa ge  159 of  th e a tt ached  boo kl et ).  The se  pr ov is io ns  co uld 
af fe ct  oil re fine ries  in th e  Car ib be an  an d el se whe re  th a t a re  oper at ed  as  fo re ig n 
su bs id ia ri es .

2. Also, a prop os ed  li m it a ti on  on fo re ign ta x  cre dit s is spec ifi ca lly  di re ct ed  
a t  fo re ig n oil  oper at io ns (s ee  a tt ached  m em or an du m  to  D ep ut y S ecre ta ry  of  
th e  T re asu ry  Sim on, and  al so  pa ge  169 of  th e a tt ached  book let .

Sec re ta ry  Shu ltz re sp on de d to  Con gr es sion al  que st io ns  by sa yin g th a t th e  
loss  pr ov is ion wou ld re du ce  th e fa vo ra ble  po si tio n of  fo re ig n oi l ex plo ra tion  
ver su s do mes tic  ac ti v it ie s.

[Note.—Attachments  are prin ted in app. 3, p. 222.]
Mr. St Germain. I  than k you, Mr. Chairman.
Chairman H olifield. Mr. Macdonald?

FE DE RA L FIN A N C IN G  OF  R E FIN E R IE S

Mr. Macdonald. Has your agency yet had a chance to think about 
the fact tha t it might not be a bad idea, since the refinery is the least 
profitable aspect of the oil industry,  to  have the Federa l Government 
place f inancing into refineries which have been kept at a low level by 
the oil companies, but still be operated—not nat ionalized—the money 
coming from the Government, put operated bv priva te capita l, by 
the oil companies themselves, for fur the r expansion of refinery 
capacity?

Mr. Simon. If  T thou ght  tha t the needed refinery capacity could 
not be built in this country, then we would have to find a suitable 
alterna tive, perhaps Federal Government involvement. The major  
reason today tha t refineries are having difficulty is because of the 
shortage of crude supply that  is obviously the ir life blood.

Mr. Macdonald. This was not happening 4 or 5 years ago?
Mr. Simon. We can get, I believe, private financing to finance 

refineries in this country . I thin k it is an extremely profitable busi
ness. I have heard as low as a 2-vear payout on investment. I have 
not substantiated tha t with a balance sheet. It  sounds profitable.

Mr. M acdonald. It  was not profitable, a man in my distric t told me 
so. Thank you, Air. Chairman.
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Chairman Holifield. I thank the witness for his presence here 
ton igh t and his responses to the questions. The Cha ir would request 
him to furnish as expeditiously as possible the information that  has 
been requested by some of the members.

Air. Simox. I thank you, gentlemen.
Mr. F uqua. Mr. Chairm an. I have one question, the answer to 

which can be supplied for  the record. Mention was made of certain  
concerns of the Assistan t Adm inist rator for Resource Development 
about transpor tation needs. I would like to know how these proposals 
will impact on the reg ulatory agencies such as the ICC and what the ir 
posture in  this matter might be.

Mr. Simox. All right.
[The information referred  to follows:]

E nergy R esource Development

The Ass istant Adminis tra tor  for Energy Resource Development will he respon
sible for fac ilit ating implementa tion of the  Pre sident ’s prog ram to develop the 
capa bili ty for national  self-sufficiency in energy supplies and to ensure that  this 
goal is  met  with adequa te protect ion for  the environment. This  is the  main th rust 
of what the President called ‘‘Pro jec t Independence” in liis energy message of 
November 7.1973. This office w il l:

Overcome construct ion bottleneck s and other const raints  (e.g.. regu lato ry de
lays, material and labor sho rtages ) th at  hold up the building and opera tion of 
energy faciliti es.

Ins ure  development of ade quate  incentives for  increasing production  from 
domestic energy sources u tili zing curren t technology.

Coordinate th e relat ionship  between nat ional energy s tra tegy generally and the  
R&D program  to be pur sued  by the proposed ERDA.

Specifically, the  functions of  Pro jec t Independence i nc lude :
(a ) Expediting Alaskan Pipe line  construction  and operatio n so that  oil is 

ava ilab le a t th e ea rlie st poss ible time.
(1)) Expediting explora tion  of the  Outer Cont inental Shelf, through leasin g 

and development, so th at  energy supplies from thi s source are assessed and 
developed on a rapid basis.

(c) Expediting the leas ing of coal and shale  lands.
(d)  Expediting nuc lear  a nd non-nuclear elec tric power plant and energy faci l

ities.  including the ir siting , construction, opera tion,  and right-of -ways, through  
minimizing regulatory, c ons truc tion  and m aterial  delays.

(c)  Facil ita ting domest ic coal productio n and consumption to make sure that  
our  most ab und ant  domestic energy source is u tilized to the  maximum  e xtent pos
sible by ensuring the availability of mining  equipment, manpower  and tra ns 
por tat ion  faci lities .

In the  are a of R&D. thi s office will expedi te, within the  Executiv e Office, the  
coo rdin ating of R&D plans developed by ERDA (When  enacted) .

INTERAG ENC Y RE LA TI ON SH IP S AND MODE OF OPERATIO N

With respect to impediments to and  incentives  for  increasing energy supply, 
it will work closely with  departm ents, regulatory  agencies. GSA (Office of Pre
paredn ess) and with  Sta te and  local governments  to identify problems and to 
expedite  their  solution by app rop ria te dep artments  and  agencies, including 
development of legisla tive recomm endations.

Work with  OMB on legislative, budget, and management actio ns necessary to 
achieve purpose of thi s office.

Chairm an Holifield. I than k the gentleman, and excuse him at 
this  time, from the witness table.

Dr. Dunlop, you may come forward,  please.
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Dr. Dunlop, you have been before the committee already an hour  
mid a h alf today. We will st art at this time, under the 5-mmute rule. 
If  we need addi tional  time, we will go around a second time.

Mr. Rosenthal ?
REQUESTS FOR PRICE INCREASES

* Mr. Rosenthal. Dr. Dunlop, I think I asked you earlie r today 
what percentage of oil company requests for price increases has been 
denied by the Cost of Living Council. I thin k you said as fa r as re
finers were concerned, there was only one application for a price in-

* crease. Could you furnish, for the record, in the next day or two, the  
number of applications and the number of denials from not only 
refiners but from producers, refiners, distr ibuters, wholesalers, and 
of all oil products, in those applica tions—the denial or approval— 
could you do tha t for the record ?

STATEMENT OE JOHN T. DUNLOP—Resumed

Mr. D unlop. I think I answered the question th is afternoon, but I 
will be glad to explore it again and give you a writt en answer.

[The information refe rred to fol lows:]
Phase IV Petroleum Prexotificatioxs Summary

received

SIC Code 1311 (Crude  Petroleum and  Natu ral  Gas) (None) .
KIU ( ’ode 1321 (N atu ra l G as ) (N on e) .
SIC Code 2911 (Pe troleum  Refining) (4) .

RE SO LU TION

Emerson Electric Co.—Refining Oil—Denied; IRS Nation al Office reviewing 
Emerson E lect ric Co.—Lubric ating Oil—Approved.
Farmland Ind ust rie s—Refining—Approved.
Quaker Sta te Oil Refining Corp.—Refined Petroleum Pro duc ts—Approved.
Mr. Rosenthal. You said in your statement tha t the Council is

* allowing refiners to increase prices of distillates, 2 cents a gallon; 
it is required for refiners to decrease the price, per gallon by a ppro xi
mately 1 cent. Ts tha t 1-cent-per-gallon decrease being passed along

- to consumers ?
Mr. D unlop. Yes: it would be passed along, but it will not. in fact, 

probably show up at the pumps because in the meantime higher prices 
of import ing other crudes will raise the price. But the answer is that 
that  particu lar 1 cent will be passed through.

Mr. R osenthal. It  passes through in some fashion, but consumers 
will be unaware of the passthrough because of the increase of the 
price of crude?

Mr. Dunlop. Mr. Rosenthal, at the same time that that  is tak ing 
place, other things  are takin g place. That 1 cent would be passed 
through, but in the meantime, other prices are being increased by 
virtue of higher imported prices and domestic crude. So, i f von ask 
me. will all pumps actual ly show a 1-cent decrease, the answer is no. 
Tf nothing else were happen ing, it would pass through to a decrease 
of 1 cent.
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SPO T-C H E C K IN G  F OR  COM PLIA N CE

Mr. Rosenthal. In  the compliance and exception area, yon say 
tha t since October 31, some 10,000 retailers  of gasoline and diesel 
fuel and nearly 9,000 d istributors of home h eating oil have been spot 
checked. Have oil companies or refiners been spot checked, if so, how 
many?

Mr. Dunlop. Once a month, the refiners are required  to present us 
with reports on their operations, and those are checked.

Mr. Rosenthal. Are they independent ly verified? Do you go back 
to the plan t or the refinery? Do you use people to verify  it? Do you 
have to rely on their representa tions? Do you solely have to rely on 
tha t ?

Mr. DunijOP. We do. in selected cases. Mr. Rosenthal. The fact is 
tha t any violation of  tha t would be a matter of very grave prosecution 
by the Cost of Living  Council. We believe tha t the reports that  are 
filed are accurate. We have, on more than one occasion, called in a 
major  oil producer that announced a price increase and  asked him to 
verify those facts in detail to us. We do tha t on a regu lar basis.

Mr. Rosenthal. Your answer is tha t there is not independent veri
fication by our IRS  people, your own people? Is it merely a case of 
them representing a situat ion to you and you relying on them?

Mr. Dunlop. I will ask Mr. McLane to answer that.
Mr. McLane. Mr. Rosenthal , we have had the Internal Revenue 

Service go into a refinery to investigate potential violations. "We have 
also had, as Dr. Dunlop pointed out. several of th e refiners come to the 
Cost of Living Council to go through, number by number, thei r rec
ords of the cost—with actual hills of lading,  and o ther detailed records 
to just ify price increases. We insist that they cost-justifv these in
creases since absence of cost justification is a violation of the Eco
nomic Stabilization Act. We consider it a very serious violation if 
false informat ion is filed.

We have found, through the 00111*86 of 2 years of the stabilization 
program, t ha t few companies actually file false information. In addi
tion, we have prepared  a comprehensive refiner audit package and have 
train ed IRS agents in its application. Beginning aft er Christmas, 
audits  of major oil companies will commence.

Mr. R osenthal. You s aid there were 2.500 violations on these inde
pendent checks. Were there any penalties assessed against these 
violators?

Mr. McLane. In some of these cases—we can provide details on 
this—in some of the cases the viola tor has a choice: Roll back the price 
to such a degree that they actual ly refund the ill-gotton gain from the 
overcharge in prices, eithe r to the customers if they can identify them, 
or to subsequent customers: or in cases where there has been a violation 
and they have not refunded, we have, under the Economic Stabiliza tion 
Act. authority  to impose $2,500 per day. per violation found.

We have imposed such fines in some instances.
Mr. Rosenthal. How many cases?
Mr. McLane. I cannot answer tha t here. Mr. Rosenthal.
Air. R osenthal. Would you get tha t and answer tha t in the record 

for us ?
Mr. McLane. We can.



[The information refer red to fol lows:]
Summ ary of  phase IV  reta il gasol ine investigations throu gh Decem ber 10, 1973

Number of investigations_________________________________________  4, 061
Number of NOPV’s (notice of probable  violation ) and  remedia l orders 

issued ______________________________________________________  68
Number of refu nds  (61) and  rollbac ks--------------------------------------------$18,217
Closed, no v iola tion_____________________________________________  3, 932

EX CE PTION S TO PRICE  CONTROLS

Mr. Rosenthal. Rega rding  petroleum price control and requests 
for exceptions, you state tha t 1,200 exception requests have been re
ceived : 700 have been resolved; and 500 remain in a s tate of considera
tion. Of the 700 that  have been resolved, can you tell us how many were 
denied ?

Mr. McLane. Most of these, Mr. Rosenthal, are  the small gasoline or 
heating oil re tailers who have come in for an exception of one type or 
another. They have not  been able to cover their cost of operating. In  
many instances, we have granted tha t exception. We can also provide, 
for the record, a specific breakdown, in terms of approval  and  denials.

Mr. D unlop. These are not refineries, they are resellers and retailers, 
basically, small operators.

[The information referred to follows:]
Phase I V  petrole um exceptions  summary

Exception requests  less than  1 cent (handled  solely by IRS)  :
Cases receiv ed________________________________________________  505

Cases clo sed :
Approved _______________________________________________  51
D en ie d__________________________________________________  5
W ith dr aw n______________________________________________  207
Reconsideration __________________________________________ 6

Total__________________________________________________  269
Und er cons idera tion (as  of Dec. 13, 1973)------------------------------------- 236

Exception  requests  1 cent  o r grea ter (received by IRS, decided  by CLC) :
IRS  cases received___________________________________________  837

Disposed :
W ith dr aw n___________________________________________ 389
Rejec ted ____________________________________________  2
Trans fer red  to CLC___________________________________  388

Total______________________________________________  779
Under review by IRS or en rou te to  CLC (as  of  Dec. 3, 1973)------  58

CLC cases received___________________________________________ 390

Cases closed :
Approved ____________________________________________ 2
Den ied______________________________________________  7
Di sm iss ed ____________________________________________ 185
T ra nsf er re d__________________________________________ 9

Total______________________________________________  203
Under cons idera tion (as  of Dec. 7, 1973)--------------------------------  187
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CONSUMER REPRESENTATION

Mr. Rosenthal. At the end of your s tatement you refer to a number of coordination meetings between the Cost of Living Council staff,FE A and others. Have there been any steps taken to assure tha t there has been a consumer represen tation  into this decisionmaking process?Mr. McLane. Mr. Rosenthal, I  am pleased to sav tha t we do have a *consumer represen tative who is a very active part  of the  Cost of Living Council staff. This is Mary  Kay Ryan. She is a pa rt of the executive secretaria t of our organization. By moving her to tha t position, she is „involved in across-the-board policy and opera ting matte rs before the Council.
Chairman Holifield. Your time is up. Mr. Horton ?
Mr. Horton. Mr. Chairman, 1 will reserve my time.
Chairman Holifield. Mr. Brown ?
Mr. Brown. Mr. Chairman. I will reserve my time.
Chairm an Holifield. Mr. Mallary?
Mr. Mallary. I have one brief  question, Mr. Chairman. I would like to explore briefly the interrelationships between the Cost of L iving Council and the Federal  Ene rgy Administra tion.

fea and clc

You mention in your statem ent the ongoing coordination during the t rans ition  period. Subsequent to that , how do you see coordination being developed between the Cost of Living Council and F EA, so that you are eithe r in on the policymaking or fully appri sed of policy decisions about to be made ?
Mr. Dunlop. Let  me make a brief  comment. Perhaps Mr. McLane may talk  about it at a more operating  level. At  the policy level, though I am not aware of any formal arrangements fully  worked out as yet, I would assume that Mr. Simon would consult with us, and I with him. The continuing Energy Action Committee, or whatever its proper name is, meets from time to  time, and I have been invited,I know, to attend  a meeting of tha t group later this  week. And, I ’would assume, in the futu re tha t kind of relationship will continue.At  a more operating level, our  energy division, which will be tr ans ferred there, is well acquainted  both personally and official with the ■people that are likely to form the key group in this new energy agency. I  assume there would be the kind of easy rela tionsh ip tha t we have enjoyed in the past, and the coordination over it,  over such matters as may arise, over supplies and such other areas t ha t may be out side the energy field, but which have an impact on energy.
Mr. Mallary. There is nothing, in other words, structurally  created to provide for this. It  will be worked out in a cooperative relationship?
Mr. McLane. Two things on that.  One, s tructurally, as Dr. Dunlop pointed  out earlie r today  he meets every morning as par t of the program with people tha t are involved with economic policy in the Government—one is Mr. S imon who is A dminist rato r of  th is agency.So every day there is a stru ctural forum for that.
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Second, I think, structurally,  on the other side of what Dr. Dun
lop pointed out, tha t the group tha t we are transferr ing  over to the 
Federal  Energy Administration  is a group tha t not only knows the 
Federa l Energy Admin istra tion people very well, but has been work
ing very closely with me and Dr. Dunlop, and senior and mid-level 
DEC staff. This will promote the  constant interp lay in terms of what 
CLC th inks about a part icular policy and bow will it work out. This 
type of interplay  has been ongoing  between ( ’EC and the various 
energy offices tha t have been in existence up until now. That is why, 
as Dr. Dunlop pointed out in the statement , we are very much en
couraged and fully support the very close coordination now of  both 
the policy and the admin istrat ion, of supply, allocation, and price 
controls in this area.

Mr. Mallary. Then  is it fai r to say. as your statement indicates, 
you do not foresee any major coordination problems because of this  
being taken away ?

Mr. Dunlop. No: what will practically happen, if you take a prob
lem tha t arises, we will have joint meetings about it. If  there is an 
issue, it will come up to Bill and myself and we will readily resolve it.

Mr. Mallary. Thank you very much.
Chairman Holifield. The Chair will reserve his 5 minutes and 

yield to Mr. Rosenthal for 5 minutes for the second round.

FE A PR IC E DE CI SI ONS

Mr. Rosenthal. Dr. Dunlop, do you think this new Federa l Energy  
Administra tion can be as independent as the Cost o f Living Council 
has been in making price decisions in this field ? The reason I ask th at 
question is, they would be in such a tight relationship with the oil 
energy indus try, tha t indust ry will have a unique input into the 
decisionmaking process of the Agency. In  some cases, it may have an 
overwhelming influence because of the ability  to always say supply, 
supply, supply will be affected by your decisions. Will they have th is 
independent judgment in the economic price considerations tha t is so 

k  important,  the independence of judgment, as the Cost of Living  Coun-
cil has?

Mr. D unlop. You are  asking me to predict . That is kind of hard for 
• me to do. Stru cturally , the arrangement is not essentially different

from ours in the sense that  there would be. in addition to Mr. Simon 
as its Administra tor, an advisory group  of the top Government offi
cials, as many, assume, as there are members o f the Cost of Living 
Council.

It  seems to me tha t tha t group provides the kind of perspective and 
poin t of view that is more general. I  suspect tha t all of us, in this year , 
as I have repeatedly said,  have been concerned about the tradeoffs with 
supply  on the one hand and price and consumers’ interests  on the other. 
That is, I gran t you, not an easy balance to strike. I have been troubled 
about it on occasion, and one needs, from my perspective, to press very 
hard into explor ing supply problems in order  to protect consumer 
interests.

Mr. R osenthal. W hat I  am really asking, do you have any legisla
tive recommendations due to the uniqueness of the s tructu re to protect 
tha t decisionmaking process? It  is a most unique situation in the Gov
ernment tha t the agency that is regulat ing product ion and supply  is
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also re gu la tin g price  to consum ers.  I t  i s a unique  sit ua tio n.  We could 
tak e off, from  the C ost o f L iv ing Council , a ll decisions as to  small bus i
ness an d put it  int o the Sm all  Busine ss Adm in ist ra tio n.  W hy  do we 
no t do th a t ?

Mr . D unl op. I am n ot sure t hat  i s all  t ha t unique . A  gre at  dea l of  the  
ag ricu ltu ra l decis ions  of  the pa st  h ave o fte n supp lie d the coo rdination 
of  sup ply an d price decis ions. I  t hi nk —I  real ly do not have  a ny  leg is
la tiv e rec om menda tion s abou t th e matter . I do th in k th at it  is im po r
ta nt , an d I  do th ink it is Mr . Simon ’s in ten tio n,  th at  there would l)e 
th is la rg er  gr ou p wi th whom he wou ld meet to discuss broa de r policies 
which  wo uld  be rep resentati ve  of  th e broa d grou p of  in ter es ts in the  
Go ver nm ent , ju st  as the  Cos t of  Liv ing Cou nci l represen ts var iou s 
de pa rtm en ts.

Mr.  R osenthal. Wh y do we n ot  tak e out  foo d fro m th e C ost o f L iv 
ing  Coun cil and pu t it  in t he  D ep ar tm en t of  A gr icul tu re? I t  i s a re la 
tio nship w ith  supply .

Mr.  Dunlop. In  1974, we do n ot face  th e same p rob lem s in food th at  
we do in  energy.

Mr. R osenthal. I thi nk  we do.
Mr.  Dunl op. I  doubt it. La st ye ar  we faced those pro blems. I th ink 

the  reason  fo r the ene rgy  pro ble ms  be ing  wha t they  are  is because of  
the  ov er rid ing consider ations of  supp ly.  I t seems to me th a t the ba l
ance  on the price side has to  be worked ou t by  th is advis ory groun, 
th is la rg er  pol icy group. As  I  have ind ica ted , I  see no pro blem wi th 
the co ns tant  in ter ac tio n an d coord ina tio n wi th th e Cos t of  Livin g 
Council  where our major  posit ion  is—I  th in k I  cou ld sum marize it— 
we are o ppo sed  to  pr ice  in creases, s av ing  those circ umstance s where we 
are  pe rsu aded  th at  they  are es sen tia l f or  req uis ite ------

Mr.  R osenthal. You do no t ag ree  wi th me th at  th is  is a uniq ue 
si tuat ion,  the  res ponsi bil itie s of th e new F E A  ?

Mr. D unl op. I agree th at th e na tu re  o f ou r pro ble m in  1974—1973- 
74—is d is tin ct  and  sp ecia l. But , ha ving  had  a g re at  deal  o f experience 
in th is  rang e, th ro ug h W or ld  W ar  I I  an d Ko rea, th e coord ina tio n of 
W ar  Pr od uc tio n Bo ard an d O PA  typ es  of  ac tiv ities , un de r ou r 
sta bi liz at ion program , ma ny  pre cedents  of  th e pa st  are no t, I  th ink,  
very sa lie nt  t o the so rt of  ar ra ng em en t here invo lved .

Ch ai rm an  H olifield. Th e ge nt leman ’s tim e has expir ed . Mr . H or
ton  ?

Mr. H orton. I re serve my tim e, M r. C ha irm an .
Ch ai rm an  H olifield . Mr. Br ow n?
Mr. B rown. Mr. C ha irm an , I  res erve my  time.
Cha irm an  H olifield . Mr . M al la ry ?
Mr . Mallary. I r eserve  my tim e, also.
Ch ai rm an  H olifield . T he  Cha ir  does not car e to use his tim e, so i f 

you gentl emen do no t care to  use yo ur  tim e, the  ques tio nin g is at  an 
end. Do you  hav e any more quest ion s, Mr.  Ro sentha l ?

Mr.  R osenthal . No.
Ch ai rm an  H olifield . T he re  a re  no fu rt her  ques tion s o f the witness. 

The Cha ir  excuses the witness. Th e Cha ir  w ishe s to  t han k the  gentl e
man fo r his  r et ur n here a t t he  r equest of  th e Ch air.

Mr.  D unl op. I  ap prec iat e th e op po rtu ni ty  to  a pp ea r b efo re you and  
yo ur  colleagues.

Ch ai rm an  H olifield . Th e me eti ng  sta nd s ad jour ne d un til  1 p.m. , 
tom orrow.

[W hereu pon, a t 9 :10 p.m., th e subc ommit tee  ad jou rned , to  reconvene 
at  1 p.m., T uesday, December 11,1973.]
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H ouse of Representatives,
Legislation and M ilitary Operations  Subcommittee

of ti ie  Committee on Government Operations,
Washington^ D.C.

The subcommittee met, pursu ant to notice, at 1 :05 p.m., in 
room 2154, Rayburn House Office Building, Hon. Chet Holifield 
(chairman of the subcommittee) presiding.

Present : Representatives Chet Holifield, Fern and  J.  St Germain, 
Hon Fuqua, William S. Moorhead, Fra nk Horton, Joh n W. Wydle r, 
and Richard W. Malla ry.

Also present: Herbert  Roback, staff direc tor: Charles Goodwin, 
counsel; Michael McGinn, defense analyst; Elmer Henderson, general 
counsel; Miles Romney, counsel-adm inistra tor; War ren Buhler,  mi
nority professional staff, Committee on Government Operations.

Chairman H olifield. The committee will be in order.
We are pleased to have the Honorable John Nassikas before us 

this afternoon, the Chairman of the Federal Power  Commission.
Air. Nassikas, we will be glad to hear from you. We are interested, 

of course, in your knowledge of the structure of government, with 
par ticu lar reference to the Federa l Energy Administra tion legisla
tion. I  believe you have a chart in f ron t of you, an organization chart,  
which is the concept of the Administra tion at this time as to how 
they plan to segregate the duties and responsibilities into organi
zational boxes.

W e would like to have your reaction to this and also to the overall 
problem of whether you believe quick action on this kind of legisla
tion is necessary, whether you believe there is a real energy crisis 
at th is time, whether you think this  is a step a long with the  other steps 
tha t are taken, such as the ERD A bill, to get the show on the road, 
to see if we can solve some of these problems.

I understand you have no prepared text. You may just  speak from 
your wealthy background of experience and knowledge of the govern
mental structure.

STATEMENT OF JOHN N. NASSIKAS, CHAIRMAN, FEDERAL POWER
COMMISSION; ACCOMPANIED BY WEBSTER MAXSON, EXECU
TIV E DIRECTOR; DREXEL JOURNEY, DEPUTY GENERAL COUN
SEL; DANIEL GOLDSTEIN, ASSISTANT GENERAL COUNSEL; AND
EMMETT GAVIN, ASSISTANT TO THE  CHAIRMAN

Mr. Nassikas. I  will be very happ y to, Chairm an Holifield. Pe r
haps I will summarize my sta tement in very b rief  te rms and then re- 

(1S7)
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spond to questions relating to the Federal Energy Admin istration, its 
organizationa l s tructure, how it fits into the energy problems that we 
have today, and wheher this kind of structure will improve the 
ability  of the nation to cope with the problem.

VER Y BROAD LANGUAGE

Fir st, generally I endorse H.R. 11793 and the organization tha t is 
set forth therein. I would like to  point out in section 3(a ) there is some 
very broad language that  I do not need to  repeat verbatim but will 
paraphrase . It  delegates to the Federal Ene rgy Administration the 
responsibi lity for assuring tha t adequate  provision is made to  meet the 
energy needs of the Nation for  the foreseeable future. To tha t end it 
provides th at “the Adm inistration  shall plan, direct, and conduct pro
grams related  to the product ion, conservation, use, contro l, distr ibu
tion, and allocation of all forms of energy.”

This is a desirable concept. I supp ort the central ization  o f respon
sibili ty and accountability  for  energy programs within a central ad
minis tration.  However, because th is language is so broad , it could be 
read to contravene the delegated authority and responsibil ity under 
other congressional acts, for  instance, our responsibilities under the 
Natu ral Gas Act and under  the  Fede ral Power Act. I do not believe it 
is intended to do that . Our charter, so to speak, as an independent regu
latory  agency, consists of these two basic acts. In  the event that  this 
language  is construed lite rally , it  would seem tha t the policies of those 
acts as assigned to us by the Congress could be superseded.

May I repeat, I do not think that that  is the intent. If  i t is not the 
intent, I  would urge tha t it be clarified.

Mr. Horton. I  t hink  we should have provided you with a copy of 
the revised bill. Perhaps a member of the staff could give you a copy 
of tha t now so tha t you could take a look at it.

Let me explain. We introduced a bill. Then because we felt tha t we 
had to do some work on i t last Thursday and Frid ay, Satu rday  and 
Sunday, the Chairman and I,  with the staff, worked out some revisions. 
Those two provisions have been elimina ted on page 5 of the dra ft th at 
you now see.

Use that new draft , please. I  know th is is an imposition on you.
Chairman Holifield. We have been working so fast , we have been 

working at night.
Mr. Nassikas. Now, having the benefit of the revised draf t of Decem

ber 9, Mr. Chairman, i t seems that  section 3 has been straightened  out. 
I thin k the problem that  I  focused on is p robably the reason tha t it 
was straightened out.

Mr. Horton. Tha t was pa rt of it.
Mr. Nassikas. Ra ther  than going throu gh the bill in detail, let me 

see i f I  can be of some assistance to you on the second aspect of your 
question, Mr. Chairman and Mr. Horton.

natltre of energy crisis

Is there an energy crisis in the United  States?  Yes. There is an 
energy crisis in the United States. It  has existed, in my opinion, for 
several years.
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I do not want to engage in semantics, but my definition of an energy 
crisis is tha t we do not have the supply available to meet, projected 
demand for energy consistent with the requirements of our economy. 
The forms of energy tha t are essential to  maintain  our economy and 
meet the  social objectives of this nation are in short supply. In  tha t 
sense, we do have an energy crisis.

I have tried  to document the crisis as I know that  you have, Mr. 
Chairman, in your Joint Committee on Atomic Energy . I  have tried to  
focus governmental and public attention on the pervasive and deep
ening shortage  of natura l gas throughout the United States, that  I 
inherited when I became Chairman of the Federa l Power Commission 
on August 1,1969. Since then, we, at the Commission, have attempted 
to design policies with in th e limited structure  of the N atural Gas Act, 
to improve gas supply to meet foreseeable demands.

In  addition  to natu ral gas, we have electric power responsibilities 
at the Federa l Power Commission, part icularly  lvsponsibility for a 
reliable, abundant, low cost supply of power with due consideration 
to efficiency and conservation under section 202(a) of the Federal 
Power  Act.

Pur suant to those responsibilities, we have conducted studies 
through the years of  the availability of p rimary resources, 25 percent 
of which are consumed currently  in electric power generat ion. I have 
stressed how im portant it is that these resources be available in suffi
cient quantities to meet growth demands of the electric utility  industry. 
Our studies have indica ted over the course of the last 2 years, part icu
larly , th at a resource availability  problem had arisen, not only because 
of environmental restraints , but also because of siting problems and 
qual ity problems. Resource recovery problems affect the availab ility of 
oil in addition to natu ral gas, and the availability  of coal to meet our  
generation requirements  in the country.

NUCLEAR PLANT DELAYS

There  has been, as I know you are aware, Mr. Chairman, a delay 
in the  insta llation of operable nuclear power generat ing facilities. Ou r 
latest examination of this issue indicates tha t approximately  30,000 
megawatts of nuclear power should have been on line about 2 years 
ago, and it is still not on line in the United  States.

In my opinion, if there  is any single program in the United States 
that can meet our objectives of having an a bundant supply of energy 
available, while conserving our resources and minimizing our reliance 
on imports from foreign nations, it is the  acceleration of our nuclear 
program. A marked increase in nuclear capability would relieve mil
lions of barrels of oil and millions of tons of coal from being utilized 
in the genera ting process.

One nuclear  pla nt of 1,000 megawatts, for example, in the course of 
1 year, using a 57 percent plant factor—probably  I  should use a higher 
one, but just being conservative—would save about 9 million barrels 
of oil. So, 20 such plants would have 180 million ba rrels  of oil.

There  is an energy crisis. I believe th at this bill will assist in devel
oping the organizat ion to meet the crisis. I am par ticu larly  in favor  
of it because it places the  responsibil ity and accountability for our 
policies in a central agency of the Federal Government, Too of ten it
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is possible for Government officials to suggest that  the problem is not 
theirs. It  is easy to say tha t it is not my fault because there a re others 
who have the responsibility.  This legislation will centralize much of 
the responsibil ity. It  is the kind of accountability that I have advocated 
for several years and I  favor it.

UT ILI TY  FUE L SHORTAGES

With respect to residual fuel oil, just as an example, in the electric 
uti lity  indust ry, we have estimated tha t about 1,050,000 barrels of 
residua l fuel oil will be short this coming winter unless conservation 
and other  protective measures succeed in reducing the short fall. Tha t 
is about 30 percent of normal  demand. The daily reduction runs about 
550.000 barrels. The normal domestic total demand is 3,600,000 barrels 
daily. The normal winter demand for uti lities  is 1,650,000 barrels daily. 
As I  said, the estimated shortage should be about 550,000 barrels daily 
for  u tilities out of a total shortfa ll of over 1 million barrels.

The impact of tha t shortage is not equally distr ibuted among the 
generating  systems in the country because different generating systems 
have vary ing generation mixes, tliat is, the fuel that is used to generate 
the electricity. F or example the Southeastern part  of the United States, 
includ ing TVA, is a coal reliant  region, although I am heartened by 
the idea tha t they  are proceeding rapid ly to convert to nuclear power 
to meet the ir growth demands.

North  of here to Maine is largely  an oil re liant region, residual fuel 
oil accounting for about 55 percent  of generating capaci ty for the 
entire  region. As you go north  into the New England region, where I 
happen to originate , we find reliance of about 80 percent  on residual 
fuel oil, and of tha t 80 percent—80 to 90 percent—is imported from 
Western  Hemisphere sources, perhaps 50 to 55 percent of the re
mainder , from North  Africa and Middle East sources. So it can be 
seen that the vulnerability o f our electric power systems in th e North
east is f ar  greater than the Southeast or the Midwest or the  Southwest 
with respect to residual fuel oil.

We proceed to the Pacific Coast, and we know that in southern 
Cali fornia, which you, Mr. Chairman, are more familiar  with than I 
am, that from the standpoint of electric power, there is heavy reliance 
on residual fuel oil in addition to gas. There is some coal reliance to be 
sure, but this is more in the  Northwest and also in the Central ia plant,  
and also the projects that  are now in process in Farmington. N. Mex. 
In any event, southern Cal iforn ia will also be largely  affected by 
the residual oil shortage.

This  bill, which I support, cannot be considered in isolation from 
the enabling  legislation to authorize the Federal Energy Administ ra
tion to carry out its emergency powers. T hat emergency legislation, 
which I know the House has been working on night and day—the 
Senate version is already passed—will, by declaring a national energy 
emergency, enable the trig ger ing  of power so tha t this  par ticu lar 
organization, the Federal Ene rgy Administration , can go ahead and 
carry  out its delegated responsibilities.

I thin k t ha t I  have probably ta lked long enough. I will be happy to 
respond to questions.

Chairman H olifield. Mr. St Germain.
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Mr. St Germain. I thank the witness. J us t a few brief questions.
Whereabouts in New England are you from ?
Mr. Nassikas. I was born in Manchester, N .H., went to Dar tmouth 

College and a small universi ty on the Charles River  named Harvard.
Mr. St Germain. We will not hold that against you.
Mr. Nassikas. I am a New Englan der by birth and adoption, too.

HYD ROE LEC TRIC PROPOSAL

Mr. St Germain. You do not mention any hydroelectric plants . I 
am think ing of the ill-fated Dickey-Lincoln plant  tha t some of us in  
New England  suppor ted very strongly.

What was the time fac tor there for the  construction of tha t plant ?
Mr. Nassikas. If  tha t had gone through, if  that  had been built when 

it was first contemplated, around the early  1960’s, I would say tha t the 
timeframe at that  time, to build tha t, had there been a go-ahead, 
would have been in the area of 4 to 5 years. This  would be a fai rly  
accurate figure. Today it would take somewhat longer.

Mr. St Germain. Tell me, do you feel, in view of the situat ion we 
now find ourselves in, part icula rly in the  Northeast, in New’ Englan d, 
tha t it might be wise to review’ the possibility of a, Dickey-Lincoln 
as a source of energy, hydroelectric, so we do not have to rely on oil, 
coal ?

It  w ould utilize turbines powered by water, correct ?
Mr. Nassikas. Yes, Mr. St Germain. I would like to just  add a 

sentence or two to this commentary. I have filed on at least two sepa
rate occasions, and probably more, with the House Commerce Com
mittee, and its Subcommittee on Communications and Pow’er my 
evaluation and analysis  of tha t project. 1 have indicated tha t the 
project has in effect been cleared over the course of the years, but it is 
being curren tly held up by virtue of a review’ of the environmental 
and fisheries implications of it.

As f ar as I am concerned as Chairman  of this  Commission, I have 
adopted a view tha t our hydroelectric pow’er resources should be de
veloped, that i f Dickey-Lincoln is a viable project, as was found before 
I came here, tha t w’e should proceed with it.

May I add just one more commentary, because I really think it is 
necessary. In New’ England , as you know, Mr. Congressman, and in 
Maine, there is now’ a large nuclear facili ty of about 800 megawat ts 
in Wiscasset which just  about doubled the power supply of Maine. 
Also, the Pilgrim plant is a nuclear fac ility down the line in Plym outh 
of about 650 megawatts. We also have the Vermont Yankee nuclear in 
Vernon on the  Connecticut River, just north of Brattleboro, Vt., the 
Vermont side of the rive r; in addition,  there is another instal lation  
at Haddam. Conn. The nuclear proportion of generation  in the New 
England  power pool is the highest in the country of any pow’er pool.

This in no way indicates tha t w’e should not explore the hydro poten
tial also. But  the impact of nuclear development on power supply 
should be considered as a major option before we go ahead on any 
project.

As far as I am personally concerned, I think Dickey-Lincoln got 
bogged down through the years without justification as a result of
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public versus priva te power. We are far more sophisticated as a re
public than to  get  involved in  that fracas.

Mr. St Germain. You may not  want  to put it on the  record, but I 
do not mind put ting  it on the record that Dickey-Lincoln was the 
victim of a very strong lobby by the p riva te power companies. F or the 
life of me I  could never understand  why some of  my colleagues from 
New Eng land  were taken in, as far  as I  am concerned. *

Mr. W ydler. Would the gentleman yield to me?
Mr. St Germain. Yes.

PASSAMAQUODDY PROJEC T

Mr. W ydler. What about Passamaquoddy ?
Mr. Nassikas. I am not enough of a technician to give you details, 

but I  have studied it. I t is p art  of my responsibilities. The initia l Pas 
samaquoddy project was allocated $10 million  for what was estimated 
to be a $30 million project. Of the $10 million, $7 million was spent.

If  it is feasible technologically, and if  the costs bear it  out, to harness 
the tides, as Passamaquoddy would, then  I see no reasons why this kind  
of project should not also be developed. I n fact, in the new energy and 
research budget, there is a very small amount tha t has been allocated, 
not the present budget but in the  proposed research and development 
priorit ies, that  was jus t recently prepared. There is a section tha t re
lates to tidal power. I do not know whether it is adequate. In  France  
there have been some developments in tidal  power, although they have 
had technical difficulties with the reliabili ty of those par ticu lar systems.
As far  as I am concerned, to broaden this discussion out some, besides 
fusion and nuclear  energy and the development of  our fossil resources,
I think we should do a great deal more with solar energy and other 
exotic sources. I think  we can do something  with the Gulf Stream, 
for example. If  projects like Passamaquoddy prove out, they ought 
to 1 >e developed.

In  New England, by the way—I will say this generally because I am 
responding to Mr. Wydler now—we have cleared a number of pumped 
storage projects, which is hydro peaking power, and which is of mate- «
rial assistance not only for re liabil ity but also for economy since it adds 
to a system's abil ity to meet peak loads. In  New England there are two 
major pumped storage projects, Bear Swamp and Northfield Moun- a
tain which we have cleared in recent years to assist the New En g
land power pool. These were cleared in the last 2 years. Also, the Storm 
King  project in New York was certified for the first time in 1962, and 
recertified in an option 1 authorized in 1970. and still construction has 
not started. This is 1973. Storm Kin g is a pumped storage project of 
2,000 megawatts at peak, which would be the same amount of power 
that  would be supplied by two large nuclear plan ts fo r th at p articular 
peaking period.

Mr. Wydler. I can remember Passamaquoddy. It  goes back very fa r 
in my memory. I  was in my early  childhood, I guess, when th at was 
first proposed. I can remember people th inking t ha t President Roose
velt was crazy to come up with an idea like that. It  looks like we are 
willing to t ry anything at this point. You never know, it migh t turn  
out.
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[Chai rman Nassikas subsequently submitted for the  record copies of 
identical letters, dated December 12, 1973, to Representatives St  Ger
main and  Wydler  concerning the Passamaquoddy t idal  project and the 
Dickey-Lincoln hydroelectric project. Enclosures refe rred  to in the 
letters were not submitted. A copy of the lett er to Representative  S t 
Germain follows:] December 12, 1973.
Hon. Fernand St Germain,
House of Representatives, Washington, D.C.

Dear Congressman St Germain : T his refers  to questions raised at  the Decem
ber 11, 1973, hear ings  on H.R. 11793, 93d Cong., 1st Sess., concerning  the  Pas
samaquoddy Tida l Power  Proje ct and  the  Dickey-Lincoln School Hydroelectri c 
Project.  The Federal  Power Commission and its  s taf f have made  studies of both 
of these proposed projects over a  period  of some years  and  hav e furnished  re leva nt 
info rma tion  to the Congress and  o the r agencies invest iga ting the projects.

The International Joi nt Commission, United  Sta tes  and  Canada, made an in- 
depth inve stigation of Passam aquoddy and rela ted  projects on the  St. Joh n River. 
The April 19(51 IJC  report, which was  unfa vorable  to development  of the  tidal 
project, was referre d by the Pre sident , in May 1961, to the  Sec reta ry of the In 
ter ior  for review. Following studie s by th e Dep artm ent  of the  Inte rio r, the  Army 
Corps of Engineers and other agencies, inclu ding the  FPC, the Sec retary ’s r eport,  
dated July 1965, found the  Passamaquoddy pro ject benefit-cost ra tio  to be less 
tha n unity  and  the  Dickey-Lincoln School pro jec t on the  St. John Riv er to be 
economical ly justified. The Secre tary’s report recommended cont inued study , re
exa min atio n an d possible re-design  of the Passamaquodd y p ro je ct ; and immediate  
author iza tion, fund ing and construction of the Dickey-Lincoln School p roject .

The Dickey-Lincoln School pro jec t was author ized by the  Flood Control Act 
of 1965 (P.L.  89-298, 79 Stat. 1074). Some funds have been app rop ria ted  to 
the Corps for advance planning of this projec t, but the Congress  has  not appro
pri ated cons truction funds.

An ana lys is of the Dickey-Lincoln pro ject  was made  by the  Fed era l Power  
Commission staff in a report dated October 14, 1970. I am enclos ing a copy of 
the staff report  as it appears in the  Committee Pr int . 1970, Hearings  Before 
Ihe Subcommittee on Special Small Business Problems, Select Committee  on 
Small Business, House of Representat ives , 91st Cong., 2nd Sess., on II. Res. 66, 
pp. 500-510. In submit ting  th at  report to the Congress, I sta ted  as follows 
in my tes timony before the Small Business Committee  (Committee Print,  p. 491) :

“*'* * The analysis  dated October 14, 1970, was prepared by the  Commission’s 
Bureau of Power  and  covers  the  inte rre lat ion ship of the  construction  and 
operation of fede rally  owned fac ilit ies  in the con text  of the  Nepex-Nepool 
plan ning  and  operating  arrangements  covering bulk power supply  in New Eng 
land. the  economic eva luat ion of the Dickey-Lincoln School Pro jec t in term s 
of its  benefit-cost ratio, and the  effect of the  pro ject  on the  environment. 
Attached  to the report of the  Burea u of Powe r is a report of the United States 
Departm ent of the  In terio r Fish and  Wild life Service dated Jul y 25, 1968. That 
rei«>rt indicate s that  the  proposed project could have sub sta nti al effects upon 
envi ronm enta l and non-power fac tors. The pro ject  is shown in the  sta.1T analy sis 
to be economically feas ible on a benefit-cost rat io basis ; but, as noted, the 
concepts underlying point- to-po int tran smission and  the projected marketing 
arra ngement s covering the  pro jec t as I under stand are  being advanced by the 
Department, of the In terio r may not be compatible with  the  broader pooling 
arrang ement s now being developed in the  six-sta te New England area. I believe 
th at  cont inued review of the  pro jec t in the ligh t of these  developments may 
prove useful.”

I am also enclosing a recent Federal  Powe r Commission sta ff repo rt, dated 
Jun e 29, 1973, on the value of. and  possible marke ts for, power  from the proposed 
Passamaquoddy and Dickey-Lincoln School p rojects. As you will note, this staf f 
report gives da ta for  both projects, summarizes regional power requ irem ents  
and  supply,  discusses al ternat ive power sources, and est ima tes power  values  
for  the projects  combined and  for Dickey-Lincoln School s epa rate ly. This  repo rt 
reflec ts 1973 and earlier da ta,  and  was prepared at  my ins truction to ass ist 
the  Division Engineer, New England Division, Corps of Engineers, in a review 
of the Passamaquoddy and  Dickey-Lincoln projects.
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Th e Corps  of  Eng in ee rs ' revi ew  of  th e  tw o pro je ct s,  dat ed  Ju ly  11, 1973, was  
mad e a t th e  re qu es t of  Sen at or Edm un d S. Muskie . Acc ording  to  Co rps stud y 
uti li zi ng  Ju ly  1973 co st es tim at es , th e  Pas sa m aq uo ddy ti da l pr oj ec t re m ai ns  
no t ec on om ical ly  ju st if ied bu t th e  Dick ey -L inco ln  School p ro je ct co nt in ue s to 
be ec on om ical ly  ju st if ied.

As 1 s ta te d  a t th e  he ar in g,  nuc le ar , co al an d hy dr oel ec tr ic  genera ti ng  ca pa ci ty  
is of  p a rt ic u la r im po rtan ce  in  th is  tim e of  pe trol eu m  an d n a tu ra l ga s sh or tage s.  
I am  en clos ing fo r yo ur  in fo rm at io n co pies  of  th e PPC  O rd er s which  I re fe rr ed  
t o ; No. 490, issu ed  No ve mb er 29, 1973, and No. 497, issu ed  Dec em be r 7, 1973. 
Th e fo rm er o rd er is  dir ec te d to  co nse rv at io n m ea su re s an d th e m ax im iz at io n 
of  us e of  el ec tr ic  u ti li ty  gen era ti ng  re so ur ce s o th er th an  pe trol eu m  and natu ra l 
ga s fired  un it s.  Th e la tt e r o rd er is  dir ec te d  to  th e el ec tr ic  u ti li ty  in dust ry 's  
fu el  needs, as  the y re la te  to al lo ca tion  p ro ce du re s under  t he Emerge nc y Pet ro le um  
Allo ca tio n Act of  1973, P.L . 93-15 9, 87 S ta t.  627, or  o th er s ta tu to ry  au th ori ty .

The se  and  o th er Fed er al  Pow er  Co mm iss ion  in it ia ti ves to  m ee t th e fuel 
em erge nc y co nd it io ns  a re  be ing co or din at ed  w ith al l af fected  dep art m ents  an d 
ag en ci es  of  Go ve rnmen t.

If  I  c an  h e o f f u rt h e r as si st an ce  p le as e ad vi se .
I am  s en di ng  a n id en tica l le tt e r to  C on gr es sm an  J ohn W . W yd ler.

Sinc erely,
J oh n N. Na ssi k as, Chairman.Chairman Holifield. Mr. Fuqua.

A N T IT R U ST  AS PE CT

Mr. F  uqua. I have one question. I t is my understanding tha t in the 
Federal Power Commission or the Justice  Department or elsewhere, 
there is a requirement that  every time a power company is ready to 
construct or begin plans for a new plan t, there is an ant itru st pro
ceeding th at must be answered s tati ng there is no a ntit rust provision 
in the power company. I do not know the extent of this proceeding; 
however, it is my understanding tha t such requirement has been a de
terrent and causes an extremely long delay in get ting powerplants on 
the line.

Is this a requirement of the FPC ? Where does this requirement come from ?
Mr. Nassikas. That  is the Atomic Energy Commission. An act was 

passed by Congress in 1970 which requires a Justice Department review 
to determine whether or not there are any anticompetitive implications 
in the construction of a nuclear plant.

I am familiar  with this because we work closely with the Atomic 
Energy Commission in discharging our responsibilities. W hat  has hap
pened in many instances is tha t there have been settlements made, 
rath er th an sending a case to hearing, which will permit the  shar ing of 
power output from those plan ts, and in many instances, the sharing  of 
the financing of the plants  also. From my appra isal of it. frankly, 
from the standpoint of delays, I do not believe it has been a significant factor.

I am inte rested enough to review i t further , and if I may, I would 
like to submit to you, perhaps something more authoritat ive after T 
get back to the office.

Mr. F uqua. I would appreciate that.
[The information referred to fo llows:]

Hon . Dox  F uq ua ,
Haase of Representatives,
Washington, D.C.

Dear Con gr ess ma n F uqua  : Thi s le tt e r  re sp on ds  to  your qu es tion s a t th e 
Dec em be r 11, 1973, hea ri ngs on H.R. 11793 . 93d Cong., 1s t Sess. , co nc er ni ng  de
laye d nu cl ea r un it s an d a n ti tr u s t re vi ew s p u rs u an t to  Se cti on  105c of  th e  Atom ic 
Ene rg y Act, as am en de d.  42 U.S.C.  2135.



As I in di ca te d duri ng  .y es te rd ay 's  hea ri ng , th e  Com mission ’s en gi ne er in g st aff  
ea rl ie r th is  year su rv ey ed  th e  el ec tr ic  u ti li ty  in dust ry  and as ce rt a in ed  th a t th er e 
w er e 30 gen er at in g  un it s in vol vi ng  27,389 mw e of  nucl ea r fu el ed  ca pa ci ty  which  
had  been de laye d be yo nd  th e ir  origi na lly sc he du le d in -ser vi ce  da te s,  which  in  a ll  
ca se s were dat es p ri o r to  th e  s um m er  o f 1973. The  e nc losed ta bula tion , ta ken  from  
th e F edera l Po w er  Com m ission 's B ur ea u of  Pow er  Rep or t (r el ea se d to  th e pu bl ic  
on M ar ch  7, 1973, Rel ea se  No. 190 50) , id en ti fi es  th es e p a rt ic u la r p la n ts  and  the 
re port ed  ca us es  of  de la ys  in  th e  op er at io n of  th e  p la n ts  from  th e ir  origi na lly 
sc he du le d in -servi ce  da te s.  In fo rm ati on  avai la ble  to  th e Co mmiss ion en gi ne er in g 
st af f as of  th is  tim e, in dic at es  th a t on ly fo ur of  th e  p la n ts  l is te d  on th e ta bu la ti on  
a re  op er at io na l,  and on ly  on e of  th es e has  been  dec la re d to  be in  fu ll  co mm er ci al  
se rv ice.  T he  fou r p la n ts  a re  sho w n by a st e ri sk s on t he ta bu la ti on .

I t  is my  unders ta ndin g  th a t th e AE C do es  no t re gar d  an y of th e pre se nt 
nucle ar de la ys  as  be ing oc ca sion ed  by a n ti tr u s t revi ew s. T he re as on  fo r th is  lie s 
in th e g ra n d fa th er cl au se  of Se cti on  10 5c (8 ).  T he AE C po si tion  is ex pla in ed  in  
a le tt e r of  AE C C hai rm an D ix ie  Le e R ay  to  th e  Jo in t Com m itt ee  on Atomic  
Ener gy C ha irm an  Melvin P ri ce , dat ed  A ug us t 27, 1973. C hai rm an  Ray  st a te d  
in  p a r t :

“ * * * T hu s fa r  th e  a n ti tr u s t re vi ew s re quir ed  by se ct io n 105c ha ve  no t 
ca us ed  de la ys  in po w er  re ac to r lic en sing  pr oc ee di ng s du e to  th e  ‘g ra n d fa th e r 
cl au se ' which  co ve rs app li cati ons th a t w er e on  tile  w he n pre se nt se ct ion 105c 
w as  en ac te d.  (S ec tion  105c. (8 ) .)  As lic en sing  de cision s a re  m ad e fo r th e  ‘non- 
g ra nd fa tl ie re d ' p la nts , th e  po te n ti a l fo r de la y du e to  a n ti tr u s t co nsi der at io ns is 
cert a in ly  pr es en t. W e ha ve  ta ken  var io us adm in is tr a ti ve  an d pr oc ed ura l m ea s
ure s in  an  ef fo rt to  m in im iz e th is  po ss ib il ity and  a re  ke ep ing th e  m a tt e r under  
clo se  s cr ut in y.

As  I st a te d  a t th e  hea ri ng , nuc le ar , co al  and  hydro el ec tr ic  gener at in g  c apac ity  
is of  part ic u la r im po rt an ce  in  th is  tim e of pet ro le um  and n a tu ra l ga s sh ort ag es . 
I am  en clos ing fo r your in fo rm ati on  co pie s of  th e  FPC  O rd er s which  I re fe rr ed  
to : No. 496, is su ed  N ov em be r 29, 1973, and  No. 497, is su ed  Dec em be r 7, 1973. 
T he  fo rm er  ord er is  d ir ecte d  to  co ns er va tion  m ea su re s an d th e  m ax im iz at io n 
of  us e of  el ec tr ic  u ti li ty  genera ti ng  re so ur ce s o th er th an  pet ro le um  and  n a tu ra l 
ga s fired  un its.  The  la t te r  o rd er is  di re ct ed  to  th e  el ec tr ic  u ti li ty  in d u str y ’s fu el  
ne ed s, as  th ey  re la te  to  a ll oca tion  pr oc ed ur es  under th e  Em er ge nc y Pet ro le um  
Allo ca tio n Act of 1973, P. L.  93-15 9, 87 S ta t.  627, or o th er s ta tu to ry  au th ori ty .

The se  and o th er F edera l Pow er  Com miss ion in it ia ti v es to  m ee t th e  fu el  
em erge nc y co nd it io ns  a re  be in g co or di na te d w ith  al l af fe cted  depart m ents  an d 
ag en ci es  of  go ve rn m en t.

I f  I  c an  be of  fu r th e r ass is ta nce  p lea se  a dv ise .
Sinc erely ,

J oh n N. Nassik as , Cha irman .
E n clo su re s:
1. FPC  P re ss  Rel ea se  No.  19050. date d  M ar ch  7, 1973, p. 8, Tab le  II , N ucl ea r 

U nit s O rigi na lly Sch ed uled  F o r Co mmercial  O pe ra tion By  O r B ef or e Sum m er  
1973 Delay ed  Be yond  Sum m er  1973.

2. FP C. O rd er  No. 496, Em er ge nc y A ct ions  F o r C ons er va tion  Of  Pet ro le um  
And  N atu ra l Gas  Fue l R es ou rc es  By E le ct ri c U ti li ti es , is su ed  Nov em be r 29. 1973.

3. FPC  O rd er  No. 497, Em er ge nc y Act ions  F o r T he Re ix> rting  O f D ata  R ela 
tive To  E le ct ri c U ti li ty  F uel R eq uirem en ts  An d F edera l G ov er nm en ta l Fue l 
Allo ca tio n Pro ce du re s,  i ss ued  D ec em be r 7 .19 73 .

TNote.—Enclosures are pr inted  as app. 4, p. 242.]
Mr. F uqua. I can appreciate, and probably  voted for, the provision 

tha t we are talking about.  I  think i t is probably a very im portant pro
vision to have. I  am wondering i f there  is some way we can expedite 
this  approval so tha t thi s is not another, and fur ther, delaying device 
when we are in a situation , such as now, where time is of the essence.

I do not. know whether it would be a ppro pria te in th is legislation, 
or what we have to do about  the procedures fo r this. Is there some way 
the approva l could be expedited and not be a delaying factor? I am 
informed that i t can delay  up to 5 years.

Mr. N assikas. I t can.
Air. F uqua. I f there are complications involved ?
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Mr.  Nassikas. I f  i t is ass igned to  hea rin g,  the re  is no more complex 
are a in  t he  l aw  t ha n an tit ru st . We have th e same si tuat ion in some of 
ou r h yd roele ctr ic lice nsing,  except th er e is no statut e fo r a  compulsory  
Ju st ice Dep ar tm en t review.

Mr.  F uqua . Th is is solely w ith in  the A EC ?
Mr.  Nassikas . O nly  th e AEC,  as to th e man da to ry  revie w, an d Ju s

tice  be ing  able unde r the term s of  t ha t stat ut e to  compel a he ar in g to 
review the  anti comp eti tiv e im pl ica tio ns  of  th e pro posed  p lant , yes , sir . 
I  wou ld lik e to  say  th a t one of  th e larg es t cons tra in ts th at is in the  
othe r emergency leg islation  t ha t I  mentioned a moment ea rli er , is the  
ai r q ua lit y requ ireme nts , th e a ir  qu al ity  restr ict ion .

ENERGY VERSUS ENVIRONMENT

I  believe, an d I  have tes tified be for e both  th e H ous e Co mmerce  Com
mittee an d th e Senat e Com merce Com mit tee  la st week th at  th e lib eral 
iza tio n of  ai r qu al ity  restr ic tio ns  sho uld  not  be coterminous wi th a 
2-y ear  pe rio d un de r th at emerg enc y leg islation. I t  sho uld  be coter
min ous  wi th  the per iod  of  con ver sion fro m oil to coal, to  e nab le the  
op erators of  the  u ti li ty  syste ms to  secure lon g-ran ge  co ntr ac ts fo r coal  
supp ly.  I t  ma y be a coal su pp ly  th a t wil l exceed th e su lfur  dioxide  
emission stan da rd s bu t no t th e am bien t ai r sta nd ards . I  d o believe, of 
course, t ha t am bie nt ai r qu al ity  nece ssa ry t o protec t hum an  h ea lth  and  
we lfa re mu st be  prese rved at  ail  costs.

Mr . F uqua . I t  is im po rta nt .
Mr.  Nassikas. The env iro nm ental  re st ra in ts , ove ral l, fo r ou r ene rgy 

sys tems h ave been pro bably  th e sin gle  most inf lue nti al fa ctor  in  de lays  
fo r energ y sys tem s go ing  on th e line . A t the  same tim e I  sho uld  say 
th at  some of  t he  delays  ma y have  been war rant ed  in or de r to  pro tec t 
an d pre ser ve  our  en vironment.  W e have a que stio n o f com peting needs 
here . One  is th e env ironm ent , th e othe r is energ y systems . O ur  total 
envir onme nt is m uch more tha n physical . It  is  econom ic and  it  is social . 
I  ha pp en  to  believe th at  you h ave to  allow fo r tran sit ion.

Mr. F t jqua. Mr. Ch air ma n, I ju st  m ent ion ed th a t th is is g oin g to be 
En er gy  W eek  in the Hou se—whe ther  i t be in the  reorga niz ati on  plan 
of  the AEC or  not, maybe we need to  mo dify it. I f  t h a t is th e case, 
an d I  am no t sure th at  it is, I do th in k it is some thing  th at we need 
to look at ,

1 wou ld ap prec iate  yo ur  rev iew  as rapidly as we cou ld ge t it, be
cause  we are  pro bably  go ing  to be involve d in  it tom orrow .

Mr.  Nassikas. I un de rst an d,  I  will  tr y  to ge t some thing  to you. 
I will ge t some thing  t o you by tomo rro w mo rning on yo ur  question of 
the  nucle ar pl an ts  in rel at ion to  the  Ju sti ce  De pa rtm en t.

Mr. F uqua . Th an k you , Mr.  C ha irm an .
Ch airm an  H ol ifieij). Air. Ma lla ry  ?
Air. Mallary. I have no questions.
Air. Goodwin. Air. Ch air man  ?
Ch airm an  H olifield . Air. Goo dwin.

FPC AND CLC

Air. Goodwin. Are  vour func tio ns  disti nc t fro m the  con tro ls of the  
Cost  of  Li ving  Council ?
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Mr. Nassikas. By regulation the Cost of  Living Council determined 
in phase IV  that the res traints on price, except for some very general
ized guideliens, would not be applicable to our producer rate regula
tion, or to our jur isdict ional regulation in natural gas or in our electric 
power rate making function.

Mr. Goodwin. Conceivably then, if the Federal Energy Adminis 
tra tion took over the functions of the Cost of Livin g Council in con
nection with thei r Ene rgy Division, they could change that exemp
tion?

Mr. Nassikas. Yes, I thin k tha t is so. The struc ture of the act is 
not amended, it is simply a tr ansfer of the functions, jus t as the Cost 
of L iving  Council could have changed their administrative  regulation 
so as to preempt our ceilings that  we prescribed, so could another 
adminis tration.

Could I expand a moment ?
Mr. Goodwin. Please do.

EX TE N T  O F A U TH O RIT Y  TO T RANSF ER

Mr. Nassikas. I t has been called to my attent ion, by Mr. Journey, 
who is our Deputy General Counsel at the Federal Power Commission, 
tha t under  section 6(c ), on page 7 of the December 9 dra ft of 11.IL 
11793 tha t the President would be granted  au thor ity to tra nsfer to the 
Adm inist rator any functions of any o ther department or  agency of the 
United States which relate primarily to energy functions  described in 
this act. Since I have already stated that  I favor  centralized account
abili ty and responsibili ty, I  do not want to change th at  view. I  believe 
very strongly in this . However, I would say tha t the way th is reads, 
some question might arise as to whether the Congress intended to 
delegate to the President, and subsequently to the Federal Energy 
Admin istration, the auth ority to tran sfer functions of independent 
regula tory agencies such as the Federal Power Commission, under  the 
Natural Gas Act and Federal Power Act, eithe r as to curtailments 
which we have been operatin g under in natural gas for  3 years now, 
or as to price regulation in the gas field, or as to our transfer s or our 
responsibilities in re lation to reliabil ity or in terchange agreements, or 
bulk wholesale rates under the Federal Power Act.

I do not know, really, what is intended by 6(c) on page 7. It  should 
be c larified if the Congress did not intend to authorize  the transfer  
of functions from independent regulato ry agencies. I am concentra t
ing on the word “agency’' here—any other depar tment or agency. You 
might  wish to consider, depending on what your  policy views are, 
inserting the words “or executive agency of the United States" or 
whatever amendment would be appropria te to clarify  the in tent  of this 
language.

Mr. Goodwin. I am sure the committee will consider your suggestion 
in tha t connection. I call your  attention to 6(b) right at the top of 
tha t page and again ask you whether, pursuant  to tha t section, the 
Adm inist rator of the FEA, would not be able to exercise some review 
or control over the rates that you fix ?
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FEA PO LI CY AND  FIX'  FU N C T IO N S

Mr. Nassikas. Yes. Under tha t section, as I  read it, the answer to 
your question is yes. The FE A Administrator could exercise tha t kind 
of policy control, par ticu larly  if you go into the char t, and some of 
the test imony that  has been presented that I did happen to review last 
night. I will not go into it in detail, hut look at the char t and con
centrate , particularly on the Assistant Adm inist rator for Economic 
and Data Analysis. Presumably, the functions of that office would con
template evaluation of natu ral gas data. Yet, the FP C has reserves 
studies th at we are making. Look also at the functions of  the Assis tant 
Adm inist rator for Policy Planning and Regulation. Ili s functions 
include policy formulation and analysis and evaluation of pricing— 
as a method of allocating resources. Of coui-se. pric ing as a mechanism 
of a llocation is one of the things we do, daily, in ca rrying out our re
sponsibilities. Men of good will can disagree on problems of national 
importance.

Or, look at the stated responsibil ity of the Assistant  Administrator 
for Energy Conservation and Environment as described on the orga
nization  chart. We have, at the Federal  Power Commission, conser
vation programs relating to both electric power and natu ral gas. We 
have issued, very recently wi thin the past week, implementing conser
vation rule makings designed to meet the energy emergency, orders 
495, 496, and 497. We are in the process of finalizing ru lemaking in the 
natu ral gas area for conservation. I mention these only because there 
may be other  concepts of conservation that  the Assistant Admin
istra tor, under the di rection of  the A dministrator, may have. This may 
all be very good, but I think it ought to be clarified as to who is doing 
what, and under what statute .

As pa rt of the responsibilities assigned to the Assis tant Administra
tor for Energy Resource Development, it seems to me th at certainly 
natural gas would be part of at least his policy evaluation responsibil
ities. I would cooperate, as chairm an, with  all of these Adm inistrators 
and t ry  to assist in their  evaluations. The question is, suppose there is 
a difference of opinion. What is intended here as to responsibilities 
of tha t agency? What is intended to remain ’ with the regulatory 
agencies ?

Mr. Goodwin. I think it is clear  th at you have many functions that 
are not now within the control of the Cost o f Living  Council. And. 
under 6(b) , only those functions o f the Cost o f Living Council would 
be transfe rred  to the FEA.

Mr. Nassikas. That  is clear. Under (c),  however, as I say, this 
could be broader than it is intended.

Mr. Goodwin. That would require Presidential action, of course, 
and only within  the next 6 months.

Mr. Nassikas. Yes, sir.
Mr. Goodwin. Thank you.
Mr. Roback. What is the relationship between the Agency and fhe 

Commission—do you think it is unclear ?
Mr. Nassikas. I  think that  the way that this is expressed in the bill, 

tha t there is some ambiguity that  could be easily cleared up.
Mr. Roback. You do not conceive tha t the Administ rator  will get 

author ity tha t will supercede the authority  tha t the Commission 
has?
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Mr. Nassikas. I do not envision it in tha t way, nor do I  believe in 
any way, tha t the Adm inist rator has th at intention.  If  statu tes are no t 
clear, then problems can arise.

FPC DATA COLLECTION

* Mr. R oback. There  are proposed functions for the Administration , 
among othe r things, to collect, assemble and disseminate, analyze and 
disseminate, information.  To what extent do you do that  in the 
energy field i

Mr. Nassikas. I would say that the Federa l Power Commission 
probably collects as much information on energy as any other  single 
agency of Government, both as to na tural gas and as to electric power. 
There is no po int in going over all of the information. It  is too volu
minous to narra te.

We collect inform ation  as to the financial operations, reserves a nd 
deliverability of th e pipeline, among other th ings. We also collect in 
formation as to the  interconnected electric utili ty systems thro ughout 
the United States. We collect price information, by the way, which I 
think  is extremely important,  as to what price the electric ut ilities  pay  
for each form of fuel on a million Btu basis. We can, therefore,  com
pare the price of coal in a part icular plant or region of the count ry, 
with the price of gas or the price of oil. And. this  information is a ll 
public and we do distr ibute  this inform ation  to other agencies of 
Government.

I also believe that certainly as p art  of this legislation, the Federal 
Energy Administ ration should be authorized  to collect and analyze 
information. We work closely with other energy agencies in thi s 
respect: In  fact, jus t yesterday we had a four-hour meeting with 
most of the State  commissions and with the Federa l Energy Office 
staff. At my invitation , Mr. Simon and his deputy , Mr. Sawhill, met 
at the Federa l Powe r Commission with the State commissions in a 
very constructive meeting, to try  to see how we can coordinate.

We have had a second formal meeting with the staff of that agency, 
< apa rt from various meetings tha t I have personally  had with  Mr .

Simon and Mr. Sawhill and others, rela ting to  the conversion of oil- 
fired plants to coal, and  how we can best effectuate tha t program. The

* inform ation that is being used by  the Federal energy group, is in 
formation which we have acquired over the course of  the past yea r, 
year and a half, gett ing ready for what we knew was becoming an 
energy crisis. I am happy  we did this. I am happy  we can help them  
out, and we will continue to do so.

Mr. Roback. Your concept is tha t the resources for collection and 
analysis of da ta would be utilized by the agency ra ther than they try
ing to duplicate or independently  do it ?

Mr. Nassikas. I am sure, as a mat ter of  prac ticali ty, th at is how tha t 
would work out.

Mr. Roback. On the question of information, is this  information 
regularly collected, or specially collected? If  so, do you have any 
special auth ority  for gett ing inform ation other  than  by voluntary  
request ?

Mr. Nassikas. We have auth ority to compel the  filing of any i nfor 
mation which relates to our r egula tory responsibilities from juri sdic -
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tional companies. There is a gap in our info rmational ability  to collect 
inform ation as to non jurisdictional companies, particula rly in the gas 
field. We have asked Congress to amend section 14 of the  Natura l (las 
Act, which is the  basic gas information statis tical  gath ering section, 
to enable us, on a continuing and methodical basis, to collect informa
tion from nonjurisdictional  companies.

So far, the Congress has not chosen to pass th is bill. I believe that  
the Natural Gas Act should be broadened in this respect. I  believe tha t 
the Federa l Energy Administration , during the period of the emer
gency, should also be able to get some informat ion. We would t ry to 
carry  out  the responsibility  in  coordination with them. I t is a gap and 
it should be filled.

Mr. Roback. H ow does the amendment to the Alaskan Pipeline Act, 
with regard to reporting  under  the Federa l Repor ts Act, bear upon 
your Commission?

Mr. Nassikas. In  securing authority  or clearance for the g athering 
of information under rulemaking, we now clear through the Comp
trol ler General of the United States, rather than the Office of Manage
ment and Budget. Tha t was pa rt of the amendment to the Alaskan 
pipeline bill.

Interestingly enough, we have had two major rulemakings: Order 
No. 496, which is a conservation rulemaking  to cut back electric power 
by conservation ta rgeted at 10 percent with some utili ties as much as 
25 percent throughout the United States: and Order No. 497, which 
was jus t issued December 7, which would gather more precise in
formation as to fuel inventories  and requirements of all the electric 
uti lity  generat ing systems in the United States, so th at we can fore
cast requirements on a continuing basis, working with the petroleum 
allocation section of the Federal Energy Administration. We received 
extraord inar ily excellent cooperation from the Comptroller General 
and I would like to state t hat  for the record. His staff worked on about 
a 24-hour to 48-hour basis, I think, to get our tota l clearance. I  have 
had an exchange of correspondence with Mr. Staats , indica ting that , 
of course, we will try  to give them adequate notice so that they can 
intell igently review what we are doing, bu t recognizing, as I am sure 
he does, tha t when we are dealing with a crisis, crisis actions have 
to be taken. We have taken such action and we have received their 
full cooperation. I am very happy to say tha t tha t relationship has 
star ted off very well indeed.

Mr. Roback. Thank you.
Chairman Holifield. Any further  questions?
Thank you very much, Mr. Nassikas, for your  testimony.
Our next witness on H.R. 11793 is the Comptro ller General, the 

Honorable Elmer Staats. Mr. Staats . we are pleased tha t you could 
come today. After we had had you scheduled for previous times, we 
ran into some emergencies and so we had to  ask  you to s tay over, but 
we are not. in any hur ry today. You base your statement, of course, 
on the print ed H.R. 11793. WTe accepted th at from the administration 
and introduced it because we were in a hurry. The adminis tration was 
in a hur ry to get consideration of this bill. We have been working on 
this ever since we got it, and before vou testify , I  want  you to know 
tha t the staff and Mr. Horton  and I. have been reviewing it. Your 
staff also sa t in on the delibera tions at our invita tion.
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We have not had  a markup session, and so we cannot say that  we 
have adopted specific language, or we have rejected it. However, as 
you go through your  statement, we are going to try out some language 
and ask if you feel tha t th at would meet pa rticular points of crit icism 
which you have made.

STATEMENT OF ELMER B. STAATS, COMPTROLLER GENERAL OF
THE UNITED STATES, GENERAL ACCOUNTING OFFICE; ACCOM
PANIED BY HEN RY ESCHWEGE, DIRECTOR, RESOURCES AND
ECONOMIC DEVELOPMENT DIV ISIO N; J. DEXTER PEACH, ASSO
CIATE DIRECTOR, RESOURCES AND ECONOMIC DEVELOPMENT
DIV ISION; AND JOHN MOORE, ASSOCIATE GENERAL COUNSEL,
OFFICE OF GENERAL COUNSEL

Mr. Staats. Than k you, Mr. Chairman.
Like you, we have only had this bill a short  time. If  I am not able 

to respond, the  members of my staff here who have been working on 
this continuously since we have had it, would be glad  to help in any 
way they can.

1 have a brief statement, Mr. Chairman.
Chairman H olifield. I think  it is a good thing for you to go through  

it. In your s tatement you make a number of criticisms which in many 
instances, I  believe, coincide with our thinking. At  that point I will 
ask Mr. Hoback to inte rrup t and have an exchange with you on those 
part icular points.

Mr. H orton. Would you like to introduce the members of your staff 
for the record ?

Mr. Staats. Yes. To my immediate l eft here, Mr. Henry Eschwege, 
who is the Director of our Resources and Economic Development D ivi
sion, where our energy work is carried  on. To his left  is Mr. Dexte r 
Peach, Associate Director of tha t Division. To my immediate right 
is Mr. John Moore, Assistant General Counsel of the General Account
ing Office.

I will start on paragraph 2, Mr. Chairman.
The function of the Federa l Energy Adm inist ration as set for th in 

section 3 is a broad  one, namely, for “assur ing tha t adequate provi
sion is made to meet the energy needs of the Nation for the foreseeable 
future.’’ The Adm inistration  would “plan, direct and conduct pro 
grams related to the production, conservation, use, control, dis trib u
tion, and allocation of all forms of energy.” The Administra tor would 
also act as the Pres ident’s adviser with respect to domestic and fo reign 
policy r elat ing to energy matters. The proposal thus would provide 
in statutory form th e general charter already provided for the Federal 
Energy Office established by Executive  Orde r No. 11748 of Decem
ber 4, 1973.

BROAD POW ERS OF ADMIN ISTRATOR

Needless to say, the authority  which would be provided to the A d
minis trator , taken  in conjunction with the possible enactment of legis
lation along the lines of S. 2589, the proposed National Energy Em er
gency Act of 1973, as passed by the Senate, would be a most, power
ful one, indeed. The final judgment of the Congress is not clear with 
respect to the National Energy Emergency Act, since s imila r legis-
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lation  is yet to be acted upon in the House of Representatives. How
ever, legislation along the lines of S. 2589 giving considerable au
thority  and discretion to the  President  appears  likely. It  also appeal’s 
likely tha t much or all of this authority  would be delegated to the 
Administrator, thus placing tremendous power and responsibility in 
the proposed Federal Energy Administra tion.

Mr. Roback. On tha t point , if I may. we have modified or are ►
propos ing to modify that  section so that the functions are listed, that  
all-embracing author ity is not given.

I would like to ask you this question in that  context.
Obviously in an emergency, an Admin istra tor needs to have a broad 

authority.  The concept of the emergency bill now being considered 
by another committee of the House is to place tha t power in the 
President, but by amendment to revest it in the Administra tor.

The question is. is it better to have broad authority  in the Presi
dent or broad authority  in the Administ rator , qual ifying the power 
of the President ?

One of the qualifications, for example, in the other bill, that  is, 
by the other committee, is tha t thi s Adm inist rator  would be removable 
only by cause.

Mr. Staats. Generally, it seems to me—I have not examined the 
language—it would be bette r to have this authority  vested in the 
Administ rator  for the reasons that I am going to point out late r in my 
statement.

From  the standpoint of holding him accountable, obviously the 
President  would have to delegate to somebody the responsibilities 
which would be given to him under  this legislation. I think that  it 
is safe to assume t ha t most of this would go to the Federal Energy  
Administra tor. The only way t ha t I  know of tha t the Congress can be 
sure as to who they are going to make accountable is to make that  
explic it in the law.

Mr. Roback. The only point tha t I was making, Mr. Staats , was:
If  you vest the authority directly in the Administ rator  rath er than 
by delegation from the President , then the Administrator, with re
spect to this  very sweeping authority,  may be held responsible, but *
the Pres ident cannot be held responsible.

Mr. Staats. I t is a valid assumption tha t anything that  a subordi
nate of the President does is something you can hold the President •
accountable for. If  you look at the sum tota l of statutory powers
tha t are vested in the executive branch today, relatively few of them 
are vested in the Pres ident. Most of them are vested by Congress in the 
head of an agency.

Mr. Roback. This auth ority  should be read in conjunction with 
the provision—this may be analogous to your appoin tment—the Ad
min istra tor is removable only by cause. Tha t is the proposal by 
the Commerce Committee.

Mr. Staats. I am not commenting on tha t point. Tha t is a separate 
point. It  seems to me th at tha t should not apply  to an administrative 
or policy position in the executive branch.

Tha t requirement is valid in a judicia l post or a post of the type 
tha t I hold, which is a quasi-judicial type of post. But with respect 
to a policy or admin istrative official in the executive branch,  I do 
not think it would be appropr iate  to have that  kind of provisions 
writt en in.

Mr. Roback. Thank you.
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SUGGESTED LI M IT AT IO NS

Mr. Staats. Mr. Chairman, I do not question tlie need to have a focal 
point to deal effectively with  energy shortages. I am nevertheless con
cerned about the sweeping language which is included in section 3(a) . 
The bill would charge the  Administ rator  with all aspects o f energy, 

<• irrespective of the fact  that many of the authorities  are presently
vested in other agencies—the regulatory agencies, the Rural E lectrifica
tion Admin istration, the  Tennessee Valley Authority , other par ts of 
the Inte rior  Depar tment , and so on. As a suggestion, Congress may 
wish to consider limiting  section 3(a) to powers and functions which 
would be authorized in the National Energy Emergency Act. This 
would still recognize in section 3(b)  that the Adm inis trato r would 
serve as the Presiden t's adviser with respect to all aspects of the 
energy problem.

Mr. Roback. I think  we are trying to do that. Mr. Staats.
Mr. Staats. This  seemed to us to be a wise step, but I think we should 

also point out that  as long as section 3(b)  is in there, the Administr ator  
would serve as the Pres iden t's princ ipal adviser on any executive 
branch  function rela ting  to energy. His scope would be government
wide.

Section 4 (a) and (b) of the bill would transfer the functions of 
certain  agencies to the Federal Energy Administra tion. Section 4 (c) 
of the bill as proposed by the Administrator, but not included in H.R. 
11793 introduced by C hairman Holifield, would provide authority  for 
the President to transf er to the Adm inist rator additional functions 
after notifying the Congress of such transfers. The transfers would 
become effective after 60 calendar days unless eithe r the House or 
Senate adopts resolutions disapproving them. I question the advis
ability  of the inclusion of this  authority.  The Congress should have 
an opportunity  to review the entire program  again over the next several 
months to enable i t to examine the need for reorganizations or addi
tional authorities which may be recommended by the President .

In  addition, the Congress has before it a legislative proposal for an 
< Energy Research and Development Administration. Section 4(c)  of

the Adm inistra tion's  proposal would make it possible for  the Presiden t 
to transfer activities f rom the Energy  Research and Development Ad- 

* minis tration to the Federal  Energy Administration  under the pro
cedure specified. While  the bill makes no reference to the Energy 
Research and Development Admin istration, I assume t ha t the Con
gress does not intend  th at the Energy  Research and Development Ad 
minist ration , if established, would become a part of, or  be subject to, 
the direction of the Federal  Energy Adm inistration  withou t further  
congressional consideration. Language might be included in the bill 
to make this  clear.

Mr. Roback. Mr. Staats,  I was looking for 4(c).  You must have been 
looking at the Senate bill because we dropped 4(c ).

Mr. Staats. Mr. Chairman, this  is part of the difficulty.
Chairm an H olifield. As I  said, we have not even gone into markup 

yet.
Mr. Staats. We had to work from the bill as introduced, up un til the 

time when we received your bill.
Chairman Holifield. I  see. You do not have it included in 11793.

26-7 25— 74-------12
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Mr. Staats. The point that we are making here is t ha t unless the  
Congress wanted ERDA to be subject to the same procedure as any 
other activity, you would need to make a specific exclusion.

TEMPORARY TRANSFER AUTHO RITY

Mr. Roback. The rationa le, as I unders tand it, for having some 
sort of temporary auth ority  is that thei r immediate experience in the 
next 3 months may indicate  tha t there should be some additional 
transfe rs. If  you are going to give emergency a utho rity to someone 
to do a job. you ought not presumably prevent these kinds of adjust- *
ments within a limited period, and with congressional review.

You are not opposed to that  in general, arc you ?
Mr. Staats. I t would be a litt le difficult for me to see why you would 

need it, given the scope of  the energy emergency legislation pending 
before Congress, and given also the fac t tha t the Administra tor would 
be the President ’s adviser on all energy matters. Whatever advice he 
could give the President would apply, provided the President would 
be willing to accept it.

Generally I do not believe it is a good idea, as an emergency matter,  
to give th is kind of au thor ity right now. I t seems to me th at it should 
be a matter that Congress could review again when it comes back 
afte r the beginning of the year.

Mr. II orton. Let me ask you about this language, Mr. Staats. I do 
not believe you have seen this latest dra ft.

F or a pe riod  of  six m on th s a f te r  en ac tm en t of th is  Ac t. th e P re si den t sh al l 
ha ve  th e  au th ori ty  to  tr a n sfe r to  th e  A dm in is tr at or,  by co mplying  w ith  th e 
pr oc ed ur es  es ta bl is he d in  5 U.S.C . se ct io ns  1)01-913, if  he  det er m in es  th a t such  
tr an sfe rs  wou ld fu rt h e r th e  ac co m pl is hm en t of  th e in te n t an d pu rp os es  of  th is  
ac t, an y fu nc tions  of  an y o th er depart m en t or  ag en cy  of  th e  U nited  S ta te s or  
of  an y off icer  or  o rg an iz at io nal  en ti ty  th er eo f,  whi ch  re la te  p ri m ari ly  to  en ergy  
fu nc tion s pr ov id ed  i n th is  a ct .

Mr. Staats. Mv reaction is tha t this language is awfully  broad.
The E nerg y Emergency A ct has been passed by the Senate. I  want to 
emphasize tha t I have no idea of what the House will pass. I t is hard 
for me to conceive of anyth ing more broadly written than  that legisla- *
tion, the Senate bill.

Chairman Holifield. It is rest ricted  to matters per tain ing to energ y; 
is it not ? ' *

Mr. S taats. If  you shorten tha t period to 3 months, I would feel a 
little  more comfortable.

Chairman Holifield. I t also has to come before the  Congress for 
review.

Mr. Roback. The reference is to ti tle V, which is the Reorganization  
Act. There  would have to be conformity.

Mr. Staats. I t would still have to conform.
Mr. Roback. Under this  tenta tive  wording.
Mr. Staats. I  would be more comfortable i f it were a little  less than 

6 months. I  th ink we are dealing here with some of the most sensitive 
matters affecting our ent ire economy. I am, therefore, a l ittle  conserva
tive in this area. I do think  tha t the situat ion calls for centralized 
action, but if the legislation enacted finally by the Congress is even 
close to tha t which has passed the Senate, they will have extremely 
broad power.
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Mr. Roback. Mr. Staats , would i t make you more comfortable if the 
likely transfers  were specified, for example, from what departments?

Mr. Staats. Yes. I t seems to me tha t if there are entities that are 
candidates  for tran sfer s and they have not finally decided upon them 
but are  leaning toward them, they could specify those right now. That 
would be my view of the matter .

Mr. Roback. Thank you.
Mr. B uhler. Mr. Staa ts, although the si tuations are  not analogous, 

is it not true  tha t the  Congress gave the President  reorganizational 
authority  very similar to what is being proposed here during the 
Fi rs t and Second World Wars ?

Mr. Staats. He had  some authority that was a pa rt of the Fi rs t 
Wa r Powers Act, 1941. I  would have to  double check this. There was 
also and still is in the Executive Office of the President  an Office for 
Emergency Management under which he was able to create new agen
cies and create bodies tha t were necessary for the planning of the  war. 
It. gave him a g rea t deal of flexibility. The only restriction Congress 
ever ordered, or imposed, rathe r, was with respect to the money, the  
funds.

All I am suggesting is that Congress will be back within  a month or 
6 weeks, and if there are matters which are st rong candidates for ac
tion, there might  be writ ten into the law some intermedia te autho rity  
with respect to those. I do not know of any other  candidates for  
transfer.

Mr. Buiiler. I  think the problem was-----
Mr. Staats. I have not asked them, obviously. It  was not my func

tion.
Mr. Buhler. We were told of a couple in the D epartment o f the  I n

terio r that  migh t possibly be eligible for t ransfe r in the  sense that they 
were developing projects  t hat  would seem to be closely rela ted to the 
work proposed for the Federa l Energy A dministration. They wanted 
the flexibility, if necessary, in the futu re to move them over to the 
Federal Ene rgy Administra tion.

I did want to make one furth er point, though, which is in a sense 
a restriction over and above the restrict ions already clear in this  
language. Tha t is th at  this whole agency is only created for a 2-year 
period. Under the terms of what we were talking about, there would be 
a reversion of all these programs back to th eir  original agency a t the 
end of that period. So, in effect, this  is clearly emergency-type legis
lation th at we are working on.

Mr. Staats. One of my recommendations is to limit it to 1 year 
instead of 2.

1 will continue now with my prepared  statement.
Also subject to question is the provision in 4(c) of the administ ra

tion’s bill which would authorize the President  to retra nsfe r any 
function tha t was transferre d to the Federa l Energy Administration  
back to its former agency. Such retransfers should be subject to 
congressional approval.

DATA COLLECTION AUTHORITY

According to the background mater ial accompanying this bill, the 
new agency would have the princ ipal responsibility througho ut the 
Government for the collection and publication of energy statistics.
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The present energy data collection system is largely voluntary. The 
statement is made in the background materia l tha t “it is imperative 
tha t sta tutory author ity exists to obtain whatever information may be 
required .” The bill, however, does not contain language which would 
provide such authority .

The General Accounting Office is presently conducting  a study of 
Federa l energy data  collection for the Senate Inte rior and Insu lar 
Affairs Committee. A few prelim inary  findings and observations are 
relevant to the proposal before you.

We have visited 17 Federal  agencies comprising 47 bureaus, offices, 
divisions, and administrations which are collectors or users of  energy 
data. We are in the process of identifying  still others.

An analysis of Office of Management and Budget information 
indicates tha t, as of March 1973,15 major  Federal agencies were circu
latin g 145 questionnaires and forms to priva te indus try and States 
requesting energy-related  data.  The questionnaires consisted of some 
11 million responses requiring respondents to spend an annual effort 
of about  3.6 million man-hours.

A great deal o f data  is already  being collected by numerous Federal 
agencies to meet their own purposes, but there is a need for greate r 
centralization of energy data collection.

Most o f the data is reported voluntarily , except for tha t collected 
by the Federa l Power Commission for regula tory purposes, for ad
ministering the leasing of Federal land and the Outer  Continental 
Shelf  for mineral exploration, and on imports. Thus, there is a need 
for statutory authority to require  the reporting  of needed energy 
data.

DATA VERIFICATION

Questions are being raised about the credibi lity of existing  energy 
data because it is reported  voluntari ly by indus try and not verified. 
Thus, there is a need also for specific sta tutory support for systematic 
data verification. Credibility of the  da ta on which policy decisions are 
based is essential to the successful operation of  the new administ ration. 
Appropr iate  verification provisions in the legislation should provide 
the new agency with access to records and other documentation which 
priva te firms have in support of data  reported to the Government, 
as well as access to records and o ther  documentation which other Fed
eral agencies have in the ir files as a result of thei r data  collection.

CONFIDENTIA L DATA

The question of confidentiality of company data  will have to be 
carefully considered. At  present, all company data is considered confi
dentia l and, with very limited exceptions, only aggregate  data  is dis
closed, contr ibuting fur ther to the existing lack of credibili ty.

Provision should be made fo r GAO access to the same records and 
documentation for which the administration  is provided access, thus  
provid ing Congress the assurance tha t independent reviews of the 
manner in which the agency is carry ing out its data collection functions 
can be made.
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ADVISORY CO MM ITT EE

S. 2589, section  310, would establ ish  a Na tio na l Em erg ency A dv iso ry 
Com mit tee  of 21 m embers to adv ise the Pr es iden t in ca rryi ng  o ut  the 
pro vis ion s of  th at  leg islative  pro posal . Th e com mit tee  wou ld hav e 
wide  rep res entat ion . I ag ree  t hat  the  e sta bli shme nt of  a com mit tee of

* th is  ty pe  ha s m er it irresp ec tiv e of  w he ther  i t rem ain s in th at  p rop osa l 
or  is  inc lud ed as a par t of  the  bill  before  the  com mit tee tod ay. I f  it is 
to  be conside red  in con nec tion with th is  pro posal , I sug gest th at  you

#  prov ide  fl exibili ty in  its com pos ition an d size. I would  also ad d a pr o
vision requ iri ng  the  com mittee  to be confirm ed by the Senate. Sena te 
con firma tion wou ld a dd  s ta tu re  to t he com mit tee  and  wou ld enable the  
Congres s to review i ts  compos ition.

Th e ove ral l im po rta nce of  the  leg isl ati on  ce rta in ly  jus tifies th is  
type  of  considera tion.

I  be lieve the  he ad of th e En er gy  Rese arc h and Developm ent  A dm in 
is trat io n should  be au thor ized  to hav e an observer at each  me eting  
of  the advis ory  com mittee , as is pro vid ed  fo r th e regu la tory  agencies 
in section  310 o f S. 2589. An  im po rta nt  func tio n of  such an  advis ory 
com mit tee  is to  assure  th at  i nte res ted  organiza tio ns  ou tside  the  F ed eral  
Go vernm ent be ke pt  ful ly  inform ed a nd  have  m aximum in pu t into the  
dec isions ma de u nd er  the  statute.

Th e backgro und mate ria l acc om pan yin g the Pr es id en t's  pro posal 
sta tes th at  the new Ag ency would be charg ed  wi th fa ci li ta ting  the  
imple me nta tio n of  the Pr es id en t's  prog ram to dev elop th e ca pa bi lit y 
fo r na tio na l self-sufficiency in ene rgy  sup plies.  Th is  wou ld be accom
pli she d, among  othe r th ings , by ex pe di tin g the Alask a pip eline  con
st ru ct io n;  accel era ting th e leasing of  the Outer  Co nt inen ta l Sh el f, 
coal,  an d sha le land s;  ex pe di tin g the constru cti on  of  nucle ar an d 
nonnuclea r power pl an ts  an d energ y faci lit ies;  an d fa ci li ta ting  in 
creases in coal pro duction . Th e leg islation  does not  inc lud e lan guage 
in dica tin g how th is  res po ns ibili ty  will be ca rri ed  out and /o r coord i
na ted  wi th agencies which  re ta in  p ro gr am  r esp onsib ili tie s such as the  
Dep ar tm en t of  the  In te ri or and the  pro posed  Nu cle ar En ergy  Com- 

’ mission.
INT ER AG EN CY  CO UN CIL  FAVORED

For th is  reason, I  believe th at  an In terage nc y Na tio na l En ergy  
Po lic y Council sho uld  lie establ ished to advise the Pr es iden t an d th e 
Adm in is trator  of  the  Fed eral  E ne rg y Adm in ist ra tio n.  T he  he ad of  the 
pro posed  En ergy  Resea rch  and Dev elopment  Adm in is tra tio n most  
ce rta in ly  sho uld  be a memb er of  any  such  council. I would  assume 
th at  the head of  the  Cost  of  Li ving  Council  an d the Adm in is tra to r 
o f  the  En vi ronm en tal  Pr otec tio n Agenc y wou ld sim ila rly  qu al ify  as 
members.

TRA NSFER  OF PRICING FU NC TI ON  OPPOSED

The ad min is tra tio n’s proposa l con tem pla tes  the  tran sf er  of  the  
func tio ns  of  the  Cost  of  Li ving  Council as they  “ rel ate  to or  are  
uti liz ed  by  th e Ene rg y Divis ion  o f th e Cost of  L iv ing Cou nci l." W hil e 
I am ce rta in  th at  the  pro posed  Agency wou ld need to hav e a cap a-



178

bility  of making analyses of the effect of price adjustm ents upon the 
supply  and distribution of energy, it is not at all clear to me why 
the function  of the Cost of Living Council needs to be or  should be 
transferred. I do no t believe it practical or desirable to separate  out 
energy price determinations from the ir effect on the cost of energy 
and hence other par ts of the total  cost of living program.

ENVIRONMENTAL CONSIDERATIONS

The roles of both the Cost of L iving Council and the Environmen- atai Proteetion Agency are par ticu larly  impor tant. While national 
policy should dictate  that all practical steps be taken to increase pro
duction of energy and improve its distribution, there are obviously 
two other major objectives which are at least par tial ly in conflict; 
namely, to minimize price increases and to protec t the environment.
How should this potential conflict be dealt with in this legislation ?

One alternative would be to give the Environmental Protection 
Agency and the Cost of Liv ing Council a veto over the actions o f the 
Federal Energy Adminis tration,  perhaps  within a specified time limit.

Anothe r alterna tive would be to require any disagreements to be 
made the subject of public hearings and/o r a requirement to have the 
matter lay before the Congress for a specified period of time before 
becoming effective.

As a minimum, the statu te should specify tha t actions affecting 
Pi •ices and changes in environmental standards be taken only after  
consultation with the Cost of Living Council and the Environmental 
Protection Agency and reporting  thereon to the Congress.

Atten tion is called to section 206 of S. 2589, which would require 
full conformity to the provisions  of the National Environmental 
Policv Act of 1969 if actions are  taken which would extend beyond a 
period of 1 year.

ADDITIONAL RECOMMENDATIONS

Also relevant is section 311 of S. 2589, which would require any 
agency perfo rming functions under the act to hold public hearings *
if the agency, in its discretion, determines tha t such actions “are
likelv to have a substantial impact on the Nation’s economy or large 
numbers of individuals or businesses.” *

Section 5(9) would authorize the Administ rator  of the Federal
Energy Administra tion, subject to appropria tion acts, to enter into 
and perform contracts, leases, cooperative agreements, or other  trans 
actions with anv public or private agency or person. This language 
refe rring to “other transactions” seems overly broad, and it may be 
desirable to  specify exactly what is intended by the  legislation if fhe 
Federal Energy Administra tion is to be empowered to make loans 
or grants.

The bill does not include author ity of the Comptroller General to 
audit the records of contractors, grantees, and other recipients of 
funds provided by the new agency under section 5(9). Such authority 
should be provided.
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DEPARTMENT OF ENERGY AND NATURAL RESOURCES

In  summary, I favor  legislation to strengthen  executive branch 
leadership in energy programs and believe tha t a Federal Energy  
Admin istration, as modified to incorporate the proposals which I have 
made, would do this. It  should not, however, be considered as a long 
run substitu te for a depar tment which would embrace related na t
ural  resources functions. The energy and the natu ral resources prob
lems are going to be with us for a long, long time, and I do not believe

• that anyone should feel that we have the ultimate organizational so
lution  to thi s proposal. The authority of the administra tion should be 
temporary in nature and subject to fur the r review by the Congress 
dur ing its next session.

ON E-Y EAR TE NU RE  FOR FEA

That there is an energy emergency is beyond question. The actions 
flowing from the emergency to date have been tentat ive for the most 
pa rt and much needs to be done by way of addit ional  planning. All 
this adds up in my mind to the need for approaching any long term 
organizational arrangement cautiously and to proceeding on the 
basis tha t the life of the organizat ion should he limited and subject 
to review in the ligh t of changing circumstances. I would, therefore, 
favor  limit ing the life of the administration to 1 year.

To underscore the inter im or temporary nature of the agency, the  
title  of the enactment migh t be changed to the Temporary Energy 
Act of 1973, or the Fede ral Emergency Energy Administration  Act 
of 1973.

Chairman Holifield. Thank you very much, Mr. Staa ts for your 
testimony. Mr. Horton ?

Mr. Horton. I do want to thank Air. Staa ts for his testimony and 
also for  the help of your s taff working w ith the chairman  and me and 
our staff over the weekend to come up with language  to solve some of 
the problems to which you have addressed yourself.

The only question I  would have, really, is about the period of 1 
year. It  seems to me th at if you authorize an organization for just a 
year, you do not even have time to get the thin g tooled up to do any
thing . You and I served on a procurement commission, and it took 
6 months afte r we passed the  bill to get the thing going. We had to  get, 
legislation  giving us addit ional  time to do the job. I think a year is 
a pretty short time.

Mr. Staats. It  is a matte r of judgment, I  suppose.
Wh at I  am trying to  emphasize is that  I  see this picture  as changing 

a g reat  deal over the  next few months. W ith respect to being able to 
get it organized, as you know, about 1,400 of the  people would trans
fer  to FE A from existing agencies. I believe Air. Simon has out
lined he would like to have a total of about 2,500 altogether. The re
mainder would come, I am sure, from transfers from other agencies 
and from the outside. I  would certainly  like to emphasize tha t I think 
this  is a very  rapid ly changing picture and one which is going to lie 
subject to a lot of hearings next year.
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Mr. Horton. I agree with you, and I think tha t it is labeled as an 
emergency organiza tion. All of the testimony to date, which has been 
substantially  from those that  are involved, from the OMB and Mr. 
Simon and so forth, has indicated tha t it is anticipated tha t there 
would be subsequent legislation to create a Department of Energy 
and Natural  Resources, and that this  would be folded in.

I thin k the DENR would be a much more permanent  type of orga
nization. We do have an obligation,  as quickly as we can, to  provide 
that  mother organization, if you will, for this.

I do agree with you th at there is no question that  this is an emer
gency, temporary-type of organ ization.  My only point was tha t I just 
questioned the 1 year. As you say, i t is a matter of judgment. I think 
it would be very difficult.

Mr. Staats. You are obviously in a much better position than I 
to make the  judgment as to how fast  Congress could reach a conclu
sion with respect to the longer term, follow-on type of department, 
which I  support in my statement here, and I believe is supported by 
the executive branch.

But, even i f you were to create a department, this also would prob
ably be subject to change as time goes on. But again, if legislation is 
passed along the lines of the Senate passed bill, this would lie a very 
major step, and  a very major  concentration of power in one agency. T 
am sure there will be oversight hearings , bv various committees of 
Congress, in the new session.

I would not make a major issue about the  1 year versus 2 years. This 
is one th at you could probably make a judgment on be tter than  I. Tf 
I had to make the decision myself. I would favor 1 year rather  than  2.

Chairman Holtfield. Mr. St Germain?
Mr. St Germain. Mr. Chairman, since some of the staff members are 

going to be asking quest ions. T will defer my questions.
Chairman H oltfield. Mr. Moorhead?
Mr. Moorhead. Thank you. Mr. Chairman.

VALIDITY OF ENERGY DATA

What concerns me. in your testimony, is this energy data  collection. 
We hear so many conflicting figures. How accura te are G AO’s sta tis
tics in this  matter?  Is there a 10-percent margin of error, or bigger? 
T am concerned that  we are going to be faced with gasoline rat ioning 
decisions and we do not have the reliable figures to guide us.

Mr. S taats. One of the best cases for the Federal Energy Adminis
trat ion is in this data area. This would have our strong support. The 
studies tha t we refer to here indicates that this should be done under 
any circumstances—emergency or not. It  just has never been pulled 
together in any central place. We have no way of answering your ques
tion specifically, as to whether the  data that  we have is accurate or not.

T think  we also have to say that nobody else does either.
Mr. Moorhead. Even with a margin  of 20 percent, plus or minus, 

you would not know the supply of. say gasoline, on hand today? Is 
that right , si r?

Mr. Staats. Tha t would be a correct statement.
Mr. Moorhead. We are really legisla ting in  the dark—not only this 

part icular bill—but o ther pending matters too. In your testimony you
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say provision should be made fo r GAO access to the records contained 
in this bill. Are you recommending this ?

Mr. Staats. We would like to recommend for your consideration 
language tha t would carry  tha t out. It is not in the bill at the present 
time, no.

Mr. Moorhead. T certainly t urn  to you for help.
« Mr. S taats. Language of the type that we are talking about is car

ried in S. 70, which passed the Senate some time ago. This  is language 
that would give the executive branch as well as our office, access to 
this informat ion. We could supply language tha t would carry out our

* recommendation.
Mr. Moorhead. I do not know if the revised draf t of the bill contains 

tha t language or not. I just do no t know, but I would certainly  urge 
tha t we give the GAO. the people whom we call upon, access to those 
figures.

Thank you, Mr. Chairman.
Chairman I Iolifield. Mr. Wydler?

EXTENT OF PRESIDENT'S AUTHO RITY

Mr. Wydler. Thank  you, Mr. Chairman. Tha t was most impressive 
testimony, particularly in ligh t of the fact tha t you had to prepare 
it. T am sure, on very short notice under great pressure.

Is it your view of this legislation that we are giving the President 
some add itional powers, other than  to reorganize, t ha t he has not had 
before in the energy field ?

Mr. S taats. The bill, as presented by the executive branch, I think  
does.

Mr. Wydler. Could you delineate those areas for me? I  am not clear 
what they  are.

Mr. Staats. As an example, without some qualification, it would 
seem to us that the bill gives the  President auth ority  over regulatory 
agency tha t he does not now have. The best solution we can offer on it 
is to limi t the powers in the bill to tha t which would be provided to

, the Executive under the emergency energy legislation which is being
considered in the Congress curren tly.

We have  no problem with the provision in the admin istrat ion bill
* tha t would make the Adm inis trato r of the Federa l Energy Admin

istrat ion also the Presiden t's adviser with respect to any authority  the 
President  has today in any area involving energy. As the bill is 
written , however, it would seem to us that  it could cut across authori 
ties which are now vested bv the Congress in regulatory agencies, and 
in some of the independent agencies such as the TVA. There is no 
savings clause there.

Mr. W ydler. In mv judgment, that  would be a very dangerous 
thing to get into in this legislation. As fa r as g iving him some kind of 
power t ha t he did not have before, I would be personally very cau
tious in that.  Tha t should be our approach.

I would be most generous, on the other hand, in allowing a lot of 
flexibility in reorganizing, in p utt ing  th is function in tha t part icular 
spot, and so on. on a tem porary basis. As you point out, t ha t may be 
in the national interest under the circumstances.

You suggest tha t we call it the Temporary Energy Act of 1973. T)o 
you rea lly think that  giving it tha t name is going to help?
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Mr. Staats. Anything  t ha t could emphasize the temporary nature 
of it.

Mr. AVydler. In New York State, you know, they do this. They call 
every thing a temporary committee. Those things have been in exist
ence as long as a man's mind can remember—25, 30 years. I do not 
know whether the name change would help us.

Mr. S taats. Tha t is not the point, really. I think the main point is »
to recognize that this is an emergency action. The Congress has had 
a very short time to consider it. It  is an important  step that should 
be taken, nevertheless, but one that should not be regarded as a long aterm solution to the organizationa l issue in this area.

DEPARTMENTAL GOAL

Mr. Wydler. I am more interested in what you said about the longer 
term. I think  you are righ t on target. What we have to do is keep our 
thoughts concentrated on the need for the departm ent. I am just 
wondering how we can do what we have to  do now, with this tempo
rary  bill, and still keep our minds on the department. Because the 
natu ral thin g would be to push i t aside, to say : “Oh, we have someone 
doing that  job now. It  is working; let us not get into another reor
ganization when th is one is getting organized .” We have all heard 
those arguments; we have all been through them.

What would be, in your judgment, the best wav of keeping the 
Congress focused on the need for an overall, sound, reorganizat ion 
creat ing a Department of Energy and Natural Resources? How would 
we go about doing that ?

Mr. Staats. I am afra id tha t I would not be the best expert in the 
area on that. I would like to say this . T have worked in the resources 
and energy area for at least 25 years, and more and more I am con
vinced th at  we face, not jus t an energy problem, but a materials  and 
resources problem also.

In some ways, these could become more acute, almost more than 
the energy problem itself. They are related—very much interrelated.
I think the long term solution is going to be to bring them together so 
you have a cabinet department tha t is responsible for being sure tha t 
these adjustments and balances are worked out to the best of our 
ability , in the interest of our whole economy. *

I do not know how you get from here to there. I realize there are 
political problems involved. There are strong  divisions of viewpoints 
tha t are held. I have wrestled with these myself, over a period of 
years. However, it would be a mistake to say tha t bringing  just the 
energy pieces of th is together is going to provide us wi th a very good 
organiza tional solution. I do not think it will. You have to bring in 
some of these o ther program considerations  as well.

Mr. W ydler. T hank  you very much. Tha nk you, Air. Chairman.
Chairman H olifield. Air. Goodwin ?
Mr. Goodwin. Thank you. Air. Chairman.
Air. Staats , I think we are working  a t a disadvantage because you 

are looking at a bill as it was originally submitted, and there  have been 
staff suggestions for changes, p articula rly with  the language of 3(a) 
which might moderate your views in this respect.

Air. Staats. We have had to work from the  December 5 draft.
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ACC ESS TO RECORDS

Mr. Goodwin. Yesterday we had Mr. Simon’s testimony to the effect 
that, with the passage of the  Emergency E nergy Act, and other exist
ing authority, he would have all the auth ority that  he thought was 
necessary to get inform ation and verify information for the purpose 
of the discharge of his functions.

Th at seems to run a litt le bi t counter to your  suggestion tha t we need 
additional authority  for verification of contractors’ informat ion.

Mr. Staats. I have read his statement. Unless he thinks he can get it 
voluntarily , I  real ly do not know what s tatutory basis he would have. 
To the best of our knowledge, the only statu tory  access to this inform a
tion is tha t which I indicated in my statement.

Mr. Goodwin. You do not think there are provisions in the Emer
gency Energy  Act ?

Mr. Staats. Not th at I am aware of. Mr. Moore thinks  there  might 
be some autho rity in the  Defense Production Act that  we did not refe r 
to in our statement. We will check this  out. I thin k I am correct in 
saying such authority is not sufficiently broad. This is why the Senate, 
in S. 70, put in the provision tha t they did.

Mr. Goodwin. Without gett ing into the merits of tha t provision, 
would it not be more germane for tha t au thor ity to be provided in the 
basic enabling acts, rather than in th is organization act ?

Mr. Staats. I would have no quarrel  with tha t, no. We are making 
the point t ha t the government should have this auth ority some place. 
We are n ot making the argum ent th at i t ought to be in this bill, neces
sarily. But unless we can get assurance tha t the government can go 
beyond the reports i t gets, then it  really cannot veri fy this  information.

Chai rman H olifield. One of the problems tha t we are having  as a 
committee, of course, is that  we do not have access to these other bills. 
They change from day to day. We do not know exactly what is being 
taken care of. For instance, we have been tryi ng all day to get a copy 
of the bill from Mr. Stagge r’s Inte rsta te and Fore ign Commerce 
Committee.

Mr. Staats. We have not been able to get i t ei ther.
Chairman Holifield. It  is not  available, yet he is before the Rules 

Committee this afternoon ge tting a rule on it, hopefully. Hopefully  for 
him, I mean.

Mr. S taats. Would this not  argue for p utt ing  a minimum provision 
in this  bill, and then tak ing  another look at  it aft er Congress comes 
back ?

Mr. Buhler. Mr. Chairman?
Chairman H olifield. Air. Buhler.

statutory base for fea

Mr. Buiiler. Mr. Simon now heads up a Federal Energy Office 
within  the Executive Office of the President  created by Executive 
order. Is there any question o f the legal au thor ity that he has to exer
cise the many different programs that the Federa l Government would 
have af ter  this emergency energy bill is passed? Is there  any question 
about his  ability  to be the chief policy official and energy program di
rector in the executive branch ?
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Mr. Staats. There is nothing illegal about what has been done here.
It  obviously would not be nearly as effective without a s tatutory basis 
for the Federal Energy Adminis tration , if  I understand your question correctly.

Mr. Buhler. I was wondering whether there are legal problems.
Are you suggesting there are admin istrat ive problems that he would
have in trying to run these various programs now as the principal *energy manager  ?

Mr. Staats. Without legis lation ?
Mr. Buhler. Without legislation. <
Mr. Staats. I  think he has to have legislation to be effective. For  

example, the  only way he can be pa id is as Deputy Secretary of the 
Treasury. The appropriations all have to go to the component agen
cies which are involved in his responsibility. I t would be utte rly impos
sible fo r him to be effective over a long period of time without some legislative basis.

Mr. Buiiler. Let me zero in on what we mean bv “over a long period 
of time.’’ Are you saying t ha t you feel that it might be possible for us 
to put over this bill until the Congress reconvenes ?

Mr. Staats. I  did not mean to convey that  at all. I favor  a sta tu
tory basis for the Federal Energy Administra tion.

Mr. Buhler. You favor us try ing  to enact it at this session, if possible ?
Mr. Staats. Yes, indeed.
Mr. B uhler. What we are disputing  here  is whether  or not cer tain 

provisions ought to be included in a bill that is being acted on in a relatively short  period of time ?
Mr. Sta ats. Really, the main quarrel I have is with the length of 

time. Again, as I told Congressman Horton, it is a matter of judgment.
We would favor a year instead of 2 years.

GAO AUDIT ACCESS

Mr. Goodwin. Mr. Staats, I am under the impression that  if the 
Federal Energy Admin istrator were to en ter into a negotiation, nego- >
tiat ing  a contract, tha t he would be under the provisions of  the Federal 
Proper ty Act, tha t you would have access to contractor’s records in 
respect to negotiated  contracts, and in light of that, I wonder why *
you feel there is a need for a special audit clause in th is legislation?

Mr. Staats. We need audi t authority  with respect to the assistance 
programs of any Federal  agency. The standard  access to records la n
guage is not included in this bill.

Mr. St Germain. One example of this might be the FDIC.  or per 
haps even the Federal Reserve Board.

Mr. Staats. In the Federal Reserve Board case, it is quite obvious.
Mr. St Germain. We are fami liar with tha t, are we not ?
Air. Staats. We would not be able to make any audit of the assist

ance programs of this agencv.
Mr. Goodwin. My question was supposed to be addressed only to 

negotiated contracts.
Mr. Staats. With respect to contracts, you are correct. With respect 

to loans, grants , other types of financial transactions, no.
Mr. Goodwin. Thank you.
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Mr. Roback. Mr. S taats , we want to assure you tha t we regard  the 
audit  access as a standard  operating  procedure. It will be in the bill, 
one way or the other, and adequately covered.

Mr. Staats. We will supply you with some language on this if you 
would like.

Mr. Wtdler. Mr. Staa ts, last week when we had Governor Love
* here, who then was in charge , 1 asked him tha t specific question about 

the state of the information  tha t he had available to him, on which he 
in turn had to make decisions. He gave me, and this committee, quite a

a  confident report,  to the  extent of saying that he did have the informa
tion t ha t he needed. However, he pointed out that  they did not really 
know what companies may have put  aside, or what they had reserved. 
Tha t type of information they did not have.

But, knowing what supplies the first line of  suppliers had, they felt 
they had a very good idea of what the reserves were. Tha t was his 
feeling last week.

Mr. Staats. T hat is my understanding also, but  there  is an addi
tional point. Tha t is, without statu tory powers he cannot go behind 
those statements. He cannot verify  them.

Mr. W ydler. Your point is a good one.
Mr. St Germain. When we look at your testimony, we realize as 

has been stated, we arc operating  at a disadvantage because we have 
not seen the bill reported  out of the  Interstate and Foreign Commerce 
Committee. I would ask, perhaps Mr. Moorhead has asked this also, 
tha t once you have gone over the working dra ft, tha t you prepare 
those amendments for us that  you have recommended ?

I could give you a call a little  later on since T do not know how 
soon we will be mark ing up in subcommittee. We might  have the 
amendments ready for the full committee markup. I thin k it is t er 
ribly important—I  read into the record last night  the statement tha t 
there are no real statistics and records available.

This  whole thing is one big mystery. It  really comes close to the 
mystery of the Holy Tr ini ty tha t we, in the Catholic religion, believe 
in. I thin k it is important , and absolutely essential, tha t the Adminis- 

•> tra tor be able to get the records t hat  he needs, and backup materia l to
really analyze the overall worldwide, international situat ion on en
ergy, from the major  oil companies, in tegra ted as they are.

• I thin k tha t amendment is terrib ly, terr ibly  important.  I do not 
care whether it  is in any other bill. I would say, let us make sure tha t it 
is in this  one. If  it  is some other  bill, we could delete i t on the floor, if 
we are satisfied tha t that power is there . Certain ly, I have to agree 
wholeheartedly  wi th you tha t this is one of the most important points 
there is.

Mr. Moorhead. Would you yield ?
Mr. St Germain. I  would be happy to yield.
Air. Moorhead. And the power of the General Accounting Office to 

have access to audit those figures?
Mr. St Germain. Both of those recommendations, I  think, should 

bo incorporated.
Mr. Staats. As I say, S. 70 tha t passed the Senate on May 10 has 

language  which, in our view, adequately  carries thi s out. I t will not be 
difficult to supply you with  language.

[The material referred  to follows:]
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Sec. 14. (a)  An y person, partnership,  corporation, or othe r organization  made 
subject to any order, rule, or regulation  of  the Adminis tra tor  shal l maintain 
and make availab le to the Ad minis tra tor  such- periodic reports,  records, docu
ments, and other informa tion  rela ting  to the purposes  of this  Ac t as the Ad
minis tra tor  may prescribe by regulation, or order as necessary or appropriate 
for the proper  exerc ise of the fun ctions granted the Adminis tra tor  by section  5* 
or by an y provis ion of this Act.

(b) The Admin istr ator may require, by general or special orders, any  person, 
partnership, corporation, or other organization made sub ject to any  order,  rule, or 
regulation of the  Admin istrator to file with  the Adminis tra tor  in such form as 
he may  prescribe, repor ts or a nswers in  w riti ng to specific questions, furn ishing 
such inform ation as may be necessary to enable the Adminis tra tor  to carry  out 
the functio ns granted him by section Jj or by any  othe r provision of this Act. 
Such reports and answers  shal l be made under oath, or otherwise, as the Adm in
istr ato r may prescribe, and shall be filed wi th  the Adminis tra tor  wi thin such 
reasonable period as he may prescribe.

(c) The  Admin istr ator shall  have the authority, when he dete rmines it is 
necessary  in  order to carry out his responsibili ties  under section 5* or any other  
provision of this Act, to m ake  a ny inve stigation, and in connection therewith he 
may, at reasonable times, enter places  of  business and inspec t such records 
and accounts  and question  such persons as he may deem necessary to enable him 
to dete rmin e the fac ts relat ive thereto .

(d)  (1 ) The  Adm inis trator, or any  of  his duly authorized agent  or agents, 
shall have the  power to require by subpena the production of all information, 
documents, papers, and other  data pur sua nt to subsection (a) of this  sect ion:  
all  reports and answers required pursuant  to subsection  (6) of thi s sec tion ; all 
records, accounts, and o ther documentary evidence in connection wi th an invest i
gation pursuant to subsection (c) of  this sect ion; and the attendance and tes ti
mony of  witnesse s in  connection t herewi th.

(2) An y appropriate United States  dist rict  court may, in the ease of con
tumacy  or refusa l to obey a subpena issued purs uan t to this section, issue  an 
order requ iring  the party to whom  such subpena is directed to appear  before 
the  Adm inistration and to give tes timony touching on the ma tte r in question,  or 
to produce any  such information, docum ents,  papers, data, records, reports, 
accounts, or other documentary evidence, and any fai lur e to obey such order 
of the court  may be pun ished by such court as a contempt thereof .

(e)  Copies of  a ny books, documents, papers, sta tist ics,  data, information, rec
ords, and reports  received by the  Adminis tra tor  pursuant to this section shall 
be made available to the public upon iden tifia ble request, and at reasonable cost, 
excep t tha t the  Admin istrator may not  disclose to the public any  informa tion  
which could not be disclosed to the public under section  552 of tit le  5, United 
Sta tes  Code.

ACCE SS TO RECORDS BY TH E  COMPTROLLER GENERAL

Sec. —. For purposes of review and evaluation of the operations of the 
Administration,  including audi t and examination of the Administration’s use 
of Federal funds, and notwithstanding the provisions of section 16*, the C0111- 
trole r General of the United States, or any of his duly authorized representa
tives shall have access to and the right to examine—

(1) any hooks, documents, papers, records or other recorded information 
of the Administrat ion or within it s possession or contro l;

(2) any books, documents, papers, records or other recorded information 
of any public or private  persons, organizations or other entities which 
are or would he available to any Federa l agency pursuant to its functions 
and authorities relating to management and conservation of energy, includ
ing but not limited to energy costs, demand, supply, reserves, industry struc
ture, environmental  impacts, and research and development, which in the 
opinion of the Comptroller General may be related or pertinent to the opera
tions of the Adm inistr ation; and

(3) any books, documents, papers, records  or other recorded information of 
any recipients of Federal funds or assistance under contracts, leases, cooper- 
tive agreements, or other transactions entered into pursuant to subsections 
(e) or (i) of section 7** of this Act which in the opinion of the Comptroller

♦Reference is to commit tee prin t dated December 12, 1973.
♦♦Reference is to committee  pr in t of H.R. 11793 dated December 12, 1973.
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Gene ral may be rela ted  or pertin ent  to such contrac ts, leases, cooperative 
agree ments, o r o the r t ran sac tions.

(4 ) Reports relatin g to mana gement and  con serv ation  of energy subm itted  
by the  Comptroller General to the Congress  sha ll be ava ilab le to the public  
a t reasonable  cost and upon identi fiable  reque st, except th at  the  Comptroller  
General may not  disclose to the public  any info rma tion  which concerns  or 
rel ate s to a tra de  secret or oth er m at ter ref err ed to in sectio n 1905 of tit le

4  18, Unite d Sta tes Code, except th at  such info rma tion , may be disclosed in a
ma nne r designed to pr eserve  it s confidentia lity—

(a ) to oth er Fe deral  Government dep artm ents , agencie s and officials 
for  official use upon requ est;

(b ) to comm ittees of Congress hav ing jur isd ict ion  over the  sub ject
*  matt er  to which the  in form atio n re la te s;

(c ) to a cou rt in any  judicia l proceed ing und er cou rt order form u
late d to pres erve  the  conf identiality of such info rma tion  withou t im
pai ring th e proceedings.

Mr. F uqua. Would the gentleman yield ?
Mr. St Germain. Yes.
Mr. F uqua. You mentioned the question of confidentiality. Is tha t 

adequately satisfied in S. 70?
Mr. Staats. I would have to double check that point.
Mr. F uqua. I  think tha t is an essential point. You make reference to

that in your prepared statement.
Mr. Staats. I  double checked the access-to-records information to

day. I am sure it is adequate. On proprietary information,  I will have to 
check that. We will supply you some language.

[The information refe rred  to follows:]
P ublic Access to I nformation

Sec. —. (a ) Copies of any  communications, documents, reports, or oth er 
inform atio n received or sen t by any member of the  Adm inis trat ion  shall be 
made avai labl e to the  publ ic upon identi fiable reque st, and  at  reaso nabl e cost, 
unle ss such info rma tion  may not be publicly relea sed und er the  term s of sub 
sectio n (b ) of th is section.

(b ) The Adm inist ratio n or any officer or employee of the  Council sha ll not 
disclose info rma tion  obtaine d unde r thi s Act which concern s or rela tes to a 
tra de  referr ed to in section 1905 of tit le 18, United Sta tes  Code, except th at  
such info rma tion  may be disclosed  in a ma nne r designed to preserve  its 
confidential ity—

r  (1 ) to oth er Fed era l Govern ment dep artm ents , agencies and officials, in
cludin g the  Com ptrol ler General of the Unite d Sta tes  or any of his duly 
auth oriz ed rep resent aitves  fo r official use upon re qu es t;

• (2 ) to committees of Congress havi ng jur isd ict ion  over  the  subj ect matt er  
to which the  inform atio n re la te s;

(3 ) to a cou rt in any  jud icial procee ding und er cou rt ord er formulate d to 
pres erve  the  confidential ity of such info rma tion  wit hou t imp airing the  pro
ceedings : a nd

(4 ) to the public in o rde r to  protect thei r heal th and  safety  a fte r notice and  
oppo rtunity for  com ment in writin g o r for  d iscuss ion in closed session  with in 
fifteen  days  by the pa rty  to whom the  info rma tion  perta ins  (i f the  delay 
result ing  from such notic e and opp ortu nity  for  comment would not be de t
rim enta l to the public  healt h and sa fe ty ).

In no e vent shall the  names or oth er means of ident ifica tion of injure d persons l»e 
made  public  wit hou t th ei r expr ess wr itten  consent. Noth ing conta ined in this 
section shall  be deemed to require  the  rele ase  of any  info rma tion  describ ed by 
subse ction (b ) of section 552. tit le  5, Unite d Sta tes  Code, or which is othe rwis e 
protecte d by la w f rom disc losu re to th e public.

Mr. St Germain. No fur the r questions. I  would just like to thank 
Mr. Staats for his, as always, very helpful testimony.

Chairm an H olifield. Thank you very much, Mr. S taats,  fo r coming 
here today. Who will be working on this ?
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Mr. Staats, On the language, Mr. Moore will prepare this for you.
He can provide you this language, I think, very quickly, Mr. Chair
man. I do not know what would be most convenient fo r you from your 
standpoint.

Chairman Holtfield. The subcommittee plans to mark up th is bill 
this afternoon, if we could. We have had great  pressure on us to get 
this bill out, from the Speaker and others. Everything really is under 
pressure right now. As I say, one of the Chairmen is appearing  
before the Rules Committee without  a prin ted bill today, with no 
report , with no sectional analysis tha t I know of. This is a poor way *
to legislate. We are under such pressure-----

Mr. Staats. Some of these items, Mr. Chairm an, we could supply 
you within the hour. Mr. Moore can stay  here, or he can work with 
your staff in any way that you like.

Mr. St Germain. Mr. Chairman ?
Chairman Holifielo. Mr. St Germain.

FEA PRICING AUTHORITY

Mr. St Germain. Throughout my questioning of the other witnesses,
I have been concerned about the pric ing authority. There are some 
of us, in some areas of the country, tha t feel we are carry ing a very 
heavy burden. I realize you have some question about the transfer  
of the function of the Cost of Living Council to the FEA . Then you 
make some suggestions as to how this could be perfected.

Are you convinced, however, tha t the Adm inist rator of the FE A 
will, or does, under the legislation, have price fixing authority  over 
all energy fuels such as coal, oil, natura l gas, gasoline, diesel fuel, 
and what have you ?

Mr. Staats. I am not sure that I got all of vour question ?
Mr. St Germain. Does the Adm inis trato r, under the legislation, 

have the authority  to fix prices? If  he so desires, can he analyze the 
cost data  from these firms and companies to  determine whether o r not 
some of the cost should be eliminated or should not be included, or 
may be superfluous? Does he have that authority , in your opinion? *

Mr. Staats. Our main concern here is that it is impossible to separate 
energy matters from other considerations. The Cost of Living Council 
will be taking action th at will affect the cost of energy. Here, the  Fed- *
eral Energy  Administra tion would be tak ing action on prices th at will 
affect the cost of other  matters tha t the Cost of Living Council is 
passing on. I remember, in World  War II , Air. Ickes wanted this  
power with respect to  coal and oil, but the Congress never would give 
it to him. He was going to solve his produc tion problem by changing  
prices, lettin g prices go up, but the Congress never would give him 
tha t power.

You just  cannot pull out one sector of  the economy and handle t ha t 
separate and apa rt from the rest of it, that is  our position.

Air. St Germain. You say tha t you think it should remain in the 
Cost of Living Council, and not be separated out  ?

Mr. Staats. This  responsibil ity should be left to the Cost of 
Living Council. But I see no reason why the Federal  Energy Admin
istration should not  have a competent staff to analyze what they 
think should be done wi th respects to  adjus tments in price.

Air. St Germain. And make recommendations ?
Air. Staats. Yes.
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Mr. St Germain. If  they get this authority to really go behind 
the records, not only on supply—the amount there is—but also on cost, 
product ion and what have you—if I  interpret you correctly, they  could 
make their  recommendations to the Cost of Living Council and make 
available to the Cost of Living  Council the data on which they  reached 
these conclusions ?

Mr. Staats. Tha t would be correct.
Mr. St Germain. As far  as the Cost of Living Council is concerned, 

do you have the auth ority  to look into the operations of the Cost of 
Living Council ?

Mr. Staats. Yes, we have access to that  informat ion.
Mr. St Germain. You have been exercising it ?
Mr. Staats. Yes.
Mr. St Germain. Thank you, Mr. Chairman.
Chairman Holifield. Mr. Goodwin ?

SEPARATION OF PRICING FUNCTIO NS

Mr. Goodwin. One more question. I am wondering how this  works, 
gett ing the balance between the pricing  and allocation functions, if 
you are  going to have two separate  agencies, responsible for deciding 
what should be done in those separate aspects of the overall energy 
problem ?

Mr. Staats. I  would ha te to be responsible for the work of the Cost 
of Living Council if someone else has the authority  to go ahead and 
make price  adjustments  in something as im portant as energy. I know 
Mr. Dunlop is in favor of this trans fer. I do not really think it can 
work effectively if  you pul l th is out from the Cost of Living Council’s 
jurisdiction.

Mr. Goodwin. Can it work effectively if the Federal Energy Ad
min istra tor is going to make decisions with  respect to energy sources, 
with respect to energy allocation, without taking into consideration 
the pricing aspects of it, and perhaps  making decisions in both areas 
in order to get a balance between them, rath er than leaving those two 
matters up to two separate agencies ?

Mr. Staats. I think he needs a staff to make the analysis, and he 
ought to be in a position to make recommendations. If  the President 
disagrees, then  th at is up to him. I do not think it is wise to pull the 
responsibil ity for the energy component of the cost of living out of 
the Cost of Living Council’s jurisdiction.

Mr. Goodwin. You think that  the decision would finally have to be 
made by the President ?

Mr. Staats. I n World  War II , tha t is how we did it, it could no t 
work any other way.

Mr. Goodwin. Thank you, sir.
Chairman H olifield. Would you let Mr. Moore remain? Would you 

make him available for a littl e while to consult with us as we go 
through this markup session ?

Mr. H orton. One furt her question. You do concur wi th the proposi
tion that  we do need to move expeditiously on establishing the Federal 
Energy Administration ?

Mr. Staats. Yes, I do. I thought I  made tha t point clear.

2 6 -7 2 5  0  - 74  - 13
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Mr. H orton. I ju st  wante d to  make t ha t c lear .
Mr . S taats. I  ce rta in ly  do.
Mr. H orton. You ha d some res erv ati on s about the lan gu age in the  

bi ll befo re.
NEED FOR STATUTORY AGENCY

Mr. Staats. I  have some res erv ati on s about the lan guage, bu t I  do 
not see how he can opera te effe ctiv ely wi thou t a st atutor y bas is for  
th at  agency.

Mr. H orton. Th at is  the  concern  I  have with  al l o f th e witnesses , an d 
I ask  why it  is im po rta nt . Th e ques tion has been asked by  ot hers— why 
is i t im po rtan t t o have t he  s ta tu to ry  a ut ho ri ty , w’hen the  p res en t o rg a
niz ati on  is set up  by executive order. W ell , we know we have ha d ob
jec tions rai sed on the floor of  th e Hou se on ap pr op riat io ns  for 
no n- sta tu tory  offices, and  it  has been  ru led  th at th e ap pr op riat ions  
cou ld not  be made because  there was no statutor y au th or ity  fo r these 
organiz ations.

Also , I  hav e some ques tions w ith  r eg ar d t o the  abi lit y of t he  Adm in
is trator , es tab lished by executive or de r, to tak e all  of  the actions  re
qu ire d. Th ere may be some que stio n wi th  re ga rd  to  th at .

Mr.  Staats. In  a dd ition  to  th at , t he re  is a  pract ical  poin t. A s of now, 
Mr. Sim on h as to  be pa id as a Dep uty Se cretary of  th e T re as ur y.  Mr. 
Sawh ill  has to be p aid as an Associa te D ire ctor  of  the  Office of M anage
me nt and Bu dget.  Also,  the  ap pr op riat io ns  wou ld hav e to con tinue  to  
flow t hr ou gh  those agencies whose un its  m ake up the Fe de ra l En ergy  
A dm in is tr at io n; th at  is, the  In te ri or De pa rtm en t, the  Cost of  L iving  
Counc il, a nd  so f or th .

Mr.  H orton. W ha t you a re saying  is t hat  th is  cre ate s a chao tic  si tu a
tio n when you  are  t ry in g to  get a ha nd le  on  t hi s energ y cris is.

Mr.  S taats. I  thi nk  so.
Mr. H orton. Tha nk  you.
Ch ai rm an  H olifield. Tha nk  you , Mr . Staa ts.  We  will  dismiss you 

and yo ur  associates . I f  you  w ill leav e M r. Moore w ith  us, we will tr y  to  
go int o a  w orking  session here , and  see w here we sta nd . It  ha s been ve ry 
difficult fo r us to ope rate in the wa y th at  we hav e ha d to  op erate the 
last few days. We  will  see w ha t we can  do. Tha nk  you very mu ch fo r 
yo ur  sugg est ions, we a re go ing  to  t ak e the m i nto  con sidera tion.

[The  Ho no rable Willi am  J . Casey , U nd er  Se cretary of St at e fo r 
Econom ic Af fai rs,  who was unable to  a pp ea r b efo re t he  subcomm ittee, 
subm itted  the fol low ing  sta temen t fo r the re co rd :]



Prepared Statement of W ill iam  J.  Casey, Under Secretary of State for 
Economic Affair s, Department of State

Mr. Chairman: I am pleased to have this opportunity to testify  in support of 
II. R. 11793, a bill to establish the Federal Energy Administration.

In previous testimony before Committees of the Congress over the pa st several 
years, I have, and other  officers of the ^Department of State, called a ttention to 
the mounting world energy problem and its implications for United States se
curity and international relations . It  has been our view tha t the U.S. Govern
ment required more centralized authority to strengthen i ts ability  to develop and 
implement, with speed and determination, a program that will bring our do
mestic energy s ituation  into more acceptable balance with world security, politi
cal and economic realities. Therefore, we strongly endorse the establishment of 
the Federal  Energy Administ ration as introduced at  the request of the Adminis
tration .

For the past several years, the Department  of State  has  given increased atte n
tion to the economic and political ramifications of the growing energy supply 
problem. Early in th is process, it  became clear to us t hat there  was no substitute  
for a determined program fo r deve'oping and managing our domestic energy out
put and usage. We saw tha t we could not be successful in working out effective 
cooperative arrangements with other energy consuming and producing countries, 
unless we were demonstrably on a course at  home that  impressed upon them our 
dedication to achieving our purposes. It  was in this sense tha t Department of 
State  officials contributed early  this year to the development of the President’s 
April energy policy message.

Since then we have been very actively engaged in efforts to implement the in
ternational aspects of our energy policy in bilateral and multi lateral discussions. 
These are aimed at gaining mutual understanding  of the differing prospectives 
on the problem and at  laying the groundwork for achieving meaningful coordina
tion and cooperation. I have been personally engaged in these efforts and they 
have the active interest of the top management of the  Department . As this proc
ess has gone along, energ.v matters have become, as I have Just indicated, sub
jects  of daily concern and action not only at  senior levels within the Depart
ment of S tate but also a t the ambassador ial and other senior levels in our diplo
matic missions abroad. There are, however, no magic or quick ways of achieving 
the cooperation tha t we and the  rest of the world require to keep energy re
source shortages, part icula rly in oil, from producing situat ions of conflict tha t 
can be detrimental to our foreign political and economic in terests.  We must con
tinue to work hard a t finding opportuni ties fo r cooperation and reducing frictions.

The Department of State in carrying out its responsibilities for the conduct 
of U.S. foreign relations, for the formulation and implementation of U.S. foreign 
policy, and for the protection of U.S. in terests  abroad will continue to  build and 
expand on the efforts I have jus t outlined. While energy matters represent but 
one of the many inputs into the Department’s mission, we recognize i t to be of 
crucial importance, requiring the close atten tion of the Secretary of State  and 
the senior  level officials of the Department.

The Department of State views its role in energy policy as requiring the closest 
liaison with other agencies of the Government working in the field. Our diplo
matic efforts abroad depend upon the substantive inputs we can obtain from the 
domestic agencies. We welcome therefore  the  proposal to  create a Federal Energy 
Adminis tration which will pull together the resources of the Government in the 
energy field and provide us with a more centralized focus from which we can 
draw support. We look forw ard to the closest relationship with the Federal 
Energy Administration  and with the Assistan t Administrator for International 
Policy and Programs.

Chairman H olifield. The  committee is adjourned.
[Whereupon, at 3 :05 p.m., the subcommittee adjourned, to recon

vene, subject to the call of the Chai r.]





A P P E N D I X E S

Appendix 1.—Documents Relating to the Federal E nergy 
Office and the Proposed Federal Energy Administration 

PART 1.—EXECUTIVE ORDER NO. 11748

The White House: Executive Order 11748 

Federal Energy Office

For immediate rele ase: Office of the White House Press Secretary, Decem
ber 4, 1973.

By virtue of the authority vested in me as Presid ent of the United States of
America by the Constitution and stat utes of the United States, including the 
Economic Stabilization Act of 1970 (P.L. 91-379, 84 Stat. 799 ), as amended, the 
Emergency Petroleum Allocation Act of 1973 (P.L. 93-159),, the Defense Pro
duction Act of 1950 ( 50 U.S.C. App. 2061, et seq),  as amended, and Section 301 
of title  3 of the United States Code, it is hereby ordered as follo ws:

Section 1. There is hereby established in the Executive Office of the President 
a Federal Energy Office. The Office shall be under the immediate supervision and 
direction of an Administrator and a Deputy Adminis trator of the Federal Energy 
Office. The Adminis trator shall be the Deputy Secretary of the Treasury.

Sec. 2. The Adminis trator of the Federal Energy Office shall advise the Presi
dent with respect to the establishm ent and integrat ion of domestic and foreign 
policies relat ing to the production, conservation, use, control, distribution, and 
allocation of energy and with respect to all other energy matters .

Sec. 3. (a ) There is hereby delegated to the Administrator all the  authority 
vested in the President by the Emergency Petroleum Allocation Act of 1973.

(b ) The Adminis trator shall eith er submit to the Congress the reports re
quired by Section 4 (c )( 2 ) of the Emergency Petroleum Allocation Act, or may 
require any other officer or any depar tment  or agency of the United States  to 
submit the required reports to Congress.

Sec. 4 (a ) There is hereby delegated to the Administrator the auth ority  vested 
in the Presid ent by Section 20 3( a)  (3 ) of the Economic Stabilization  Act of 
1970, as amended.

(b ) The Chairman of the Cost of Living Council shall, from time to time, 
delegate to the Administrator such authority  under the Economic Stabilization 
Act as may be necessary to carry  out the purposes of tha t Act with respect to 
energy matters.

Sec. 5. There is hereby delegated to the Administrator the auth ority  vested 
in the Preside nt by the Defense Production Act of 1950, as amended, as it relates 
to the production, conservation, use, control, distribution, and allocation of en
ergy. Any provision of Executive Order No. 10480, as amended, which is in
consistent with the exercise of such auth ority  is hereby suspended fo r so long as 
this Section remains in effect.

Sec. 6. Executive Order No. 11726 of June 29, 1973, is hereby superseded to the 
extent tha t it is inconsistent with this  Order.

Sec. 7. All Orders, regulations, circulars, or other directives issued and all 
other actions taken pursuant  to any authority  delegated to the Administrator  
by this Order prior to and in effect on the date of this Order are  hereby con
firmed and ratified, and shall remain in full force and effect, as if issued under 
this Order, unless or until altered, amended, or revoked by the Administrator 
or by such competent authority  as he may specify.

Sec. 8. All authority delegated to and  placed in the  Ad minist rator by th is Order 
may be fu rther delegated, in whole or in part, by the Admin istrator to any other 
officer or any department or agency of the United States.

(193)
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Sec. 9 (a ) Necessary expenses of the Federal Energy Office may be paid from the Emergency Fund of the President or from such other funds as may be available.
(b) The Adminis trator of the General Sendees Adminis tration shall provide, on a reimbursable basis, such admin istrat ive support as may be needed by the Federal Energy Office.
(c) All departments  and agencies of the executive branch shall, to the extent permitted by law, provide assistance and information to the Administrator of the Federal Energy Office.

Richard Nixon.The  White  House, December 4,1973.

PART 2.—WHITE HOUSE FACT SHEET, FEDERAL ENERGY 
ORGANIZATION, DECEMBER 4, 1973

BACKGROUND

On June 29, 1973, the President proposed legislation to create  the organizational arrangements needed to carry  out Federal  energy programs. These inclu ded:
A new cabinet level Department of Energy and Natural Resources (DENR) which would include programs transferred from the Inter ior Departm ent and several o ther agencies.
A new independent Energy R&D Administration (ERDA) consisting of R&D programs from the Atomic Energy Commission, Inte rior and several other agencies.
A Nuclear Energy Commission (NEC) to carry out AEC’s nuclear licensing and regulatory activities.

The Congress has held hearings on these proposals and is now moving expeditiously to create ERDA and NEC, but enactment of legislation to create DENR does not appear likely this session.
On November 7 and November 25, 1973, the President addressed the Nation on the energy emergency now facing the United States and other  countries. He announced a number of actions to conserve energy that were possible with existing au thority, described new legislative authority  tha t is needed, and announced other actions tha t would be taken  as soon as energy emergency legislation is passed.
The programs already announced have required a major increase in Federal energy activi ties and manpower and the actions tha t will be required by new legislation will require greatly expanded Federal programs. The expansions to date have taken place within exist ing organizations.
Following a review and on the basis of recommendations from his Energy Emergency Action Group and Governor Love, the President has concluded tha t additional actions are needed immediately to provide the  rapid development and implementation of programs for dealing with the Nation’s near term energy requirements and problems.

THE NEED FOR NEW  ENERGY ORGANIZATION ACTIONS

The key factors contributing to the need for immediate action to reorganize and strengthen Federal energy resource programs and activities include:The serious nature of the curren t energy emergency which is due primarily to the cutoff of petroleum from the Mideast.
The need for vigorous Federal actions to assure tha t energy shortages are managed so as to minimize impact on the economy, preserve jobs, and spread fairly the impact of shortages on less essential the impact of shortages on less essential energy consuming activities.
The rapid expansion of Federal energy programs and manpower necessary to develop and implement conservation and allocation programs already announced, and those required by legislat ion recently signed and legislation expected soon from Congress.
The need for Federal leadersh ip in a broad national effort over the rest of the decade to increase energy production, reduce demand and move the Nation forward  in demonstrating  the potential for energy self-sufficiency.
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ORGANIZATIONAL ACTIONS ANNOUNCED TODAY

The President announced today tha t:
He will request legislation calling for the establish ment of a new agency— 

the Federal Energy Adminis tration (F EA )—which will consolidate energy 

resource managem ent activities  and provide the basis for rapid expansion of 

those activities to deal with the energy emergency. The legislation would 

also provide the stat uto ry basis f or continuing a small office concerned with 

energy policy in the Executive Office of the President.
In anticip ation of Congressional action, he is issuing an Executive Order 

creating a Federal Energy Office which moves to the extent possible within  

existing autho rity to create  the framework for the new agency and provide 
the basis for improved management and coordination immediately of F edera l 

energy resource activities.
The Adm inistra tor of the new agency will be Mr. William E. Simon 

(Deputy Secretary of the  Trea sury)  and the Deputy Admini strator will be 

Mr. John  C. Sawhill (Associate Directo r for Energy and Natu ral Resources, 

Office of Management and Budg et).
Pending enactment of legislation to cre ate FEA, t he heads of the units involved 

in the tran sfer  have been directed by thei r superiors to be responsive to the 

leaders of the FEO. These include the offices of Petroleum Allocation, Energy 

Conservation, Energy Dat a and Analysis, and Oil and Gas from Inter ior, and 

from COLC, the Energy Division.

PRINCIP AL RESPONS IBILITIES OF TH E NEW  AGENCY

The new Federal Energy agency will be the principa l organization  withi n the 

federa l government for the policy and implementation of programs to meet the 

energy crisis. The key responsibilities are to :
Develop and integrate  domestic and foreign policies relat ing to energy 

resource management.
Develop and implement programs for dealing with energy production 

shortages, such as fuel allocation, surcharges  and rationing.
Develop and implement voluntary and mandator y energy conservation 

programs and promote efficiencies in the use of energy resources.
Develop and promulgate energy price regulations.
Develop and recommend policies on import and export of energy resources. 
Faci litate  implementatio n of the Presid ent’s program to develop the po

tenti al fo r energy self-sufficiency.
Collect, evaluate , assemble and analyze energy informatio n on reserves, 

production and demand and  related  economic data.
Work with indus try, stat e and local governments and the general public 

on energy resource management.

INTE RNAL ORGANIZATION OF THE  NEW  AGENCY

In addition to the Adm inistra tor and Deputy who would be appointed by the 

Presid ent and  confirmed by the Senate, the new agency will have several A ssistan t 

Admini strators a nd a General Counsel.
The major program elements of the organization, initia lly, each headed by an 

Assistan t Administrator, would be as follows :

Economic and data analysis
Collect, evaluate, compile, analyze and publish data on energy requirements, 

production, and resources.
Analyze economic impact of energy resources and energy programs.

Policy planning and  regulation
Develop policy and program a lterna tives.
Develop and promulgate energy allocation regulations.
Develop, promulgate and  administer energy resource pricing  regulations.
Conduct agency policy and  program evaluation.

Operation and compliance
Implement and a dmin ister energy allocation programs.
Maintain relations  with sta te and local governments, indus try and the public 

with respect to energy alloca tion.
Manage the agency’s regional and field allocation offices.
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Energy conservation and environment
Develop and administe r energy conservation programs.
Conduct and support energy conservation studies.
Coordinate and evaluate Federal agencies’ energy conservation programs.
Review and evaluate the  impact of energy activi ties on the environment and of 

environmental  programs on energy supply and demand.
Energy resource development

Identify and develop means for overcoming constraints tha t hold up building 
and operation of energy facilities, such as construction, regulatory and materials 
and labor shortages.

Develop incentives for increasing domestic energy production.
Coordinate FEA’s energy resource strategy with R&D programs being pur

sued by the Energy R&D Administration (ERDA).
Internat ional policy and programs

Maintain current understanding of the interna tional and national security as
pects of energy resource management.

Develop and monitor internat ional  energy resource management programs.
Coordinate within FEA and with other government agencies with respect to in

ternat ional  energy resource policy.

OTHER MAJOR ACTIVITIES REPORTING TO TH E ADMINISTRATOR 

Policy analysis office
Part icipa te in the development of energy policies.
Provide liaison with other Federa l agencies on economic policies.
Staf f functions .—will include general counsel, adminis tration,  public affairs 

and congressional relations.
Advisory  Groups.—will be established to draw upon outside views and exper

tise from business, environmental, agricultural, labor and consumer interests.
RELA TIONSHIPS WITH OTHER ENERGY ORGANIZATIONS

DENR—The New Federal Energy Administration will carry out the energy 
resource management activities that  would become a par t of DENR under leg
islation proposed by the Administra tion. Upon enactment of th at legislation the 
new FEA would be folded into DENR.

ERDA—In response to the Pres ident’s November 7 request, the Congress is 
moving expeditiously on legislation to create  ERDA. ERDA is responsible for 
R&D activities.  FEA will be responsible primarily  for energy resource manage
ment activities and will be separate from ERDA.

EPO—The Energy Policy Office will be phased out as the new federal energy 
organization begins its operations.

EEAG—The Energy Emergency Action Group, established on November 12, 
1973 to coordinate emergency actions at the cabinet level will now be chaired by 
the President, with Mr. Simon as Executive Director.

FUNC TIONS AND RESOURCES TO BE TRANSFERRED TO FEA

Init ial estimates of the resources associated with the elements identified thus 
far  for tra nsfer to the FEA from other agencies ar e:



[Dollars in millions]

1974 estimates 

Funds Positions

From Interio r:
Office of Petroleum  Alloca tion..................................................................................................................

Office of Energy Conservation ...................................................................................................................

Office of Energy Data and Analysis................................................................... .....................................

Office of Oil and Gas..............................................................................................................................—

From Cost o f Living Council: Energy Div isio n.............................................................................................

$24
7
2
2
1

1,100
20
50

110
55

Note:  Additional  resources will  be provided to the  agency as programs and activities are expanded.

MANAGING TH E SHORT-TERM ENERGY CRIS IS

In general, the Administratio n’s strategy for managing the current situation 

will be to minimize the impact of energy shortages on the economy, to maintai n 

production and employment to the maximum extent possible, and to spread the 

impact of shortages over less essential energy consuming activities. 

Magnitude of the shortage
The current estimates of shortages—when compared to projected demand for 

petroleum are 1.4 million barre ls per day in the 4th quarter  of 1973 (7. 5% ) and 

3.5 million b arrels per day (17 .3% ) in the 1st quarter  of 1974. The deficit would 

fall below 3 million barrels in the 2nd qua rter  of 1974 due to reduced demand. 

Actions already underway
Je t Fuel.—Beginning Jan uary 7, 1974, all carri ers will be allocated 15% less 

than thei r 1972 levels.
Gasoline.—The decision to  adopt a gasoline allocation program was announced 

on November 25. Ini tial  allocations will be made at  a rate of 15% below pro

jected first quar ter demand (10 % below 1972 dema nd), consistent with ex

pected initi al shift s in refinery production. The gasoline allocation may be de

creased as refineries shif t from production of gasoline to other petroleum 

products.

Middle distilla tes
Proposed regulations for ration ing middle distill ates to end users were pub

lished in the Federal Registe r on Tuesday, November 27. These require a 10% 

reduction in indus trial use, a 15% (6 °)  reduction in consistency residential 

thermostats, and a 25% (1 0° ) reduction in commercial heating.

Residual  oil
The conversion of oil burning electrical generation  plants  to coal will save 

200,000 barrels per day by the end of the first qua rter  of 1974. Steps to imple

ment the switches will begin this week.

ANNOUNCED ACTIONS TO BE IMPLEMENTED WH EN  AUTHORITY IS  AVAILABLE

Retail gasoline sales will be banned from 9:00 p.m. Saturd ays to 12:01 a.m. 

Mondays.
A maximum speed limit will be set for all roads and highways in the nation 

of 55 MPH for inter-city buses and heavy duty, over-the-road trucks, and 50 

MPH for automobiles.
Promotional, display and ornamental lighting by commercial establishments 

will be banned.
Fuel for use by general aviat ion will be reduced.
Residential ornamental  lighting  will be banned.

NEW  ACTIONS BEING DEVELOPED OR CONSIDERED FOR NEAR-TERM IMPLEMENTATION

Switching of refinery outputs from gasoline to middle d istilla tes and residual 

fuels, either  by providing price Incentives through COLC regulations or by gov

ernmental mandate when au thor ity is available.
Allocation programs for crude oil, residual fuel oil, and other petroleum 

products as specified in the Emergency Petroleum Allocation Act of 1973.

Use of coupons, price increases, taxes or a combination of the three to bring 

gasoline consumption in line with demand a t the lower levels of expected supply.

Conversion of commercial airliners  from kerosene j et fuel to naphtha jet  fuel.

Surcharges to discourage excessive use of natu ral gas and electricity.
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PART 3.—PROPOSED COMPONENT OFFICES AND MISSIONS OF THE
FEDERAL ENERGY ADMINISTRATION, SUPPLIED BY THE OFFICE
OF MANAGEMENT AND BUDGET

DATA A N A L Y SI S

Purpose and Mission
The objectives of this office are to collect and assemble information with 

respect to energy reserves, production and demand in all sections and  to perform 
analyses on these data. In addition, the new office will analyze the impact of 
energy actions on the economy, including how shortages will effect specific 
industries.
Organisation, Budget, and Personnel

See attached chart*
The organization will, for FY 74, consist of approximatly 90 positions. Included 

in the unit  will be all the positions from the  Office of Energy Data  and Analysis 
in Interio r.

Specific duties will include :
Develop appropriate  mechanisms for obtaining data.
Develop energy supply and demand projections.
Develop models for analyzing data.
Perform analysis on special problems.
Study economic impact of shortages and energy initiative.
Disseminate energy data  and statistics .
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Relationships to Other Agencies
This office will have primary responsibility throughout the Federal  Govern

ment for data  collection and publication concerning energy statist ics. It  will 
have the primary responsibility  for analyzing that data. While other offices within  
the Federal Energy Adminis traiton will maintain some analytica l capabil ity to 
meet thei r own missions, primary responsibility for analyzing energy data  will 
be in the new unit.
Mode of Operations

There is a strong and w’idely recognized need for management and credible 
data and stati stics  regard ing energy supplies and consumption, both domestic 
and world-wide. Most of this  information has, in the past, been obtained on a 
voluntary basis. While maximum cooperation is required from industry for much 
of the data, it is imperat ive tha t statu tory  authority  exist  to obtain whatever  
information may be required. Maximum effort must be undertaken to assu re tha t 
the appropriate information is gathered, compiled and released to Congress and 
the public in a timely fashion. Assurances should be undertaken tha t confidential
ity will be preserved, but only in those cases where legitimate propr ietary 
intere sts are involved. Through analysis of all such data,  as well as analytical 
studies  of all policy options, will be a primary function of this office.
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POLICY, P LA NN ING, AND  REGULATION
Purpose and Mission:

To develop broad strateg ies fo r dealing with overall shortages.
To evaluate program effectiveness.
To analyze various options for  dealing with specific product shortages (allo

cation, surcharges, rationing, etc. ) and make recommendations to decision 
makers.

To bring to day-one operati onal status (including publication of regulations 
and conduct of hearin gs) all program matic options decided upon.

To perform an on-going policy analysis and planning function for the agency. 

Organisation, Budget, a nd Personnel
See attached  char t
The Office will consist of approximate ly 125 people (wi th an additional 30-50 

detailed personnel to assist  during the initia l planning period), and a budget of 
2 million dollars. Specific functions in clude :

Develop allocation programs, regulations  and implementing procedures for: 
cru de ; res idu al; jet fu el ; gaso line; middle d ist illa te; and other fuels.

Set priori ties and classify users.
Develop information systems.
Determine the  level of allocations.
Develop training procedures for Federal, s tate and local personnel.
Develop sanctions and enforcement mechanisms.
Determine pricing policies for petroleum products.
Develop modifications to ongoing programs as necessary.
Determine long-range energy needs and alternative government actions, includ

ing legislation.

Mode of Operation
The Office is split into 11 unit s working on allocation plans and a contingency 

plan for rationing. It  will work closely with other agencies to develop and plan 
the programs. Once ready for implementation, the programs will be transferre d 
to the Office for Operations and Compliance.

OPERATIONS AND COMPLIANCE
Purpose and Mission

The primary purpose of the office is to act as an operating, implementing 
body for administering petroleum and gas distribu tion and consumption pro
grams. It  administers  at  the Feder al level all allocation and rationing programs. 
Its  mission is to ensure: (1 ) an equitable distribu tion of fuel in accordance 
with established procedures and (2 ) tha t adequate supplies of fuel are made 
available to meet high priority,  essential needs. The office will also be charged 
with mainta ining strong state and local ties as they relate  to the operation of 
these programs. The office will be the central  action office to respond to the 
calls for assistance  from the public and industry  adversely effected by the fuel 
shortages.

Organisation, Budget, and Personnel
See the attached cha rt.
Curre nt estimate of the number of people in the organization in FY 74 is 

approximately  1,800. The vast majority of the people will be concentrated in 
the field. If more expansive programs must be implemented, then the number 
of people and associated budget costs could rise substantially.

Relation to Other Organisations
The office will be purely an implementing, operating organization; however, 

it will be consulted in the policy development process. Policy direction will be 
provided by the  Administr ator, with primary reliance upon the Office of Policy, 
Planning and Regulation. Relations with industry would be limited to matters 
concerning the operation of Federal fuel distribu tion programs.

General Mode of Operation
Decentralized operations will be emphasized to the maximum extent possible, 

with major reliance upon State and local (i.e., volunteer) participa tion. All 
programs should be as “autom atic” and self-enforcing as possible. Ten field 
offices will initially  be operated in the ten Federal regional cities with fur ther 
offices determined on the basis of identified need. These offices will also meet 
the field operations needs of othe r FEA offices.
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ENERGY CONSERVATION AND ENVIRONMENT 

Purpose and Mission
To reduce the demand for scarce fuels. Promote efficiencies in the use and de

velopment of energy resources, coordinate Federal, State  and local energy con
servation programs, identify  needs for research and development into methods of 
improving the efficiency of energy uses, develop a broad public awareness pro
gram of the  need for energy conservation, and study environmental  implications 
of energy initiatives.
Organization, Budget, and Personnel

See attached chart.
The organization will consist of approximately 50 people (including all those 

positions in the Office of Energy Conservation in  Interio r).
Specific functions will include :
Develop conservation policy initiat ives for transportat ion, the residential sec

tor and indus try and  commerce.
Stimulate and coordinate State and local conservation programs.
Administer Federal conservation program.
Study environmental implications of energy in itiatives and the energy-environ

mental tradeoffs in dealing with the shortages.
Administer na tional conservation public information  programs.

Relationships to Other Agencies
The uni t will have responsibility throughout the Government for coordinating 

all energy conservation efforts. While other agencies will be encouraged to  pro
mote energy conservation, all  such efforts will be coordinated through the new 
office, both for purposes of analys is and to assure tha t all efforts a re consistent. 
Mode of Operation

Major analysis  of alternatives for reductions in waste of energy and increased 
efficiencies will be under taken by this office, and proposals for regulatory and 
legislative changes will em anate from this  office. Major emphasis will be placed 
on the need for citizens and Industry  conserving energy, and the  means for under
taking  such measures will be widely disseminated. Close liaison will be estab
lished with indust rial groups, State  and local governments, and consumer groups 
to assure full dissemination of information.

2 6 -7 2 5  0 - 7 4 - 1 4
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IN TE RNAT IO NAL POL ICY AN D PROGRAMS

Purpose  and Mission
The broad mission of the  office will be to focus on all inte rnati onal  and national 

security factors tha t are specifically energy-oriented. The Department of State ’s 
function  is diplomatic and its focus is towards relations with our allies and 
others;  energy matte rs repres ent a single input in tha t mission. Likewise the 
Defense function is the maintenance of our nation al security and energy is a 
periph eral concern.

The office would serve the Director in both these areas with the p articula r focus 
on energy m atters.

The specific functions would invo lve:
a. Coordinate within the Feder al Energy Administration itself  on national 

security and intern ational matters.
b. Develop policy and advise the  director on in terna tional and n ational security 

issues.
c. Monitor and manage intern ation al programs for the director, including 

mandatory  oil import program and energy export regulation.
d. Coordinate wi th other government agencies on policy matters.

Organization, Budget, and Personnel
See attached chart.
The staff  will consist of about 50 people for FY 74. Assuming travel funds would 

be provided from a central  fund, the office budget would consist primar ily of pay 
with a small amount of funds available to sponsor studies and analyses. The 
lat ter  would be needed for a contribution tow ards other s tudies to ensure inte rna
tional and national security issues are adequately represented.

Some of the division’s actu al functions are  outlined below:

Policy Analysis
1. Intergovernment and inter-a dminis tration  coordination.
2. R&D cooperation.
3. OECD Affairs.
4. Saudi Economic Diversification.
5. Impor t Sharing.

Inte rnat iona l Commerce
1. Soviet LNG, East-West Trade.
2. Company affairs and negotiations with producer governments.
3. Diversification of f uture supplies.
4. Oil Policy Committee.
5. Expor t Control.

Security  Affairs
1. National  Vulnerability.
2. Defense Departm ent energy needs, bases, and
3. NATO.

Method of Operation—Intergo vemment Relations
In matt ers of policy this  office would liaison closely with three  organizations— 

the National  Security Council, Defense Department and State Department. Its  
policy focus would not aim at  focusing on the major questions of diplomatic 
and security affairs (to which energy concerns a re one inp ut) . Instea d it would 
concentra te on matters tha t are  partic ularly  energy related  and would not re
ceive proper focus or atten tion unless this office did so. Matters such a s : Saudi 
economic problems/diversification.

The office would also provide an artic ulate  liaison between the Energy Admin
istra tion  and the companies regarding  negotiations and a whole host of issues.

Some of its operations would be specifically interagency in natu re and inter
agency working groups, etc., would be relied upon (in  conjunction with NSC).
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ENERGY RESOURCE DEVE LOPM ENT

Purpose and Mission
The primary mission of this office is to faci lit ate impleme ntation of the  

Pre sid ent’s program to develop the capa bili ty for  na tional  self-sufficiency in 
energy supplies and to ensure  that  this goal is met with adequa te protectio n for  
the environment.

It s responsibil ity is three-fo ld :
To overcome construction bottlenecks and other const raints  (e.g., regulatory  

delays , ma ter ial  and  labor shor tage s) th at  hold up the  build ing and operation of 
energy facil ities .

To insu re development of adeq uate  incen tives  for  increas ing productio n from 
domest ic energy sources ut iliz ing  cur ren t technology.

To coord inate  the relatio nsh ip between  nat ional energy  stra tegy generally  
and the R&D program  to be pur sued  by the proposed  ERDA.

Specifically the  functio ns of  Pro jec t Independence includ e:
a. Expediting Alaskan Pipeline  construction and operation so t ha t oil is avail 

able  a t the  ear lies t possible  time.
b. Expediting exp lora tion  of the  Outer Continental  Shelf, through  leasing 

and development, so th at  energy supplies from this source are  assessed and  de
veloped on a  rap id basis.

c. Expediting the leas ing of coal an d shale  lands.
d. Expediting nuc lear and non-nuclear elect ric power pla nt and  energy fa 

cilities, including their sitin g, construct ion, opera tion,  a nd right-of -ways,  through  
minimizing regu latory, construction and ma ter ial  delays.

e. Facil ita ting domestic coal production  and  consumption to make sure th at  
our  most abu ndant  domestic energy source  is utiliz ed to the  maximum extent  
possible  by ensuring  the  ava ilabil ity  of mining equipm ent, manpower and tran s
porta tion faci lities .

In  the  are a of R&D, thi s office will expedi te, within the  Executive  Office, the 
coordin ating of R&D plans developed by ERD A (when en acted) .
Organization

This Office would be organized along the following lines :

DIRECTOR

Supply Exped itin g Technology Expediting

4

<

Includ ing:
—Siting , cons truction, mater ials 

and regu lato ry delays.
—Oil and gas ind ust ries 
—Oute r Continen tal She lf develop

ment.
—Coal utili zation 
—Alaska pipelines

Includ ing:
—Coordination of the rela tionship  

of R&D and  non-R&D effor ts to 
utilize domest ic resources.

—Insu ring app lica tion  of R&D

Bud get and Sta ff
The Office would have approxima tely  150 people in FY 74.

Inte ragency Relat ionship s and Mode of Operation
With respect to impediments to and incen tives  for increas ing energy supply

collaborate with  departm ents , regulatory  agencies. GSA (Office of P reparedne ss) 
and  with  Sta te and local governments to identify problems and to exped ite their  
solut ion by app rop ria te dep artm ents and agencies, inclu ding  development of 
legis lative recommendations.

Work with  OMB on legis lative, budget, and managem ent actions necessary to 
achieve purpose of this office.



A pp en d ix  2.— R es ol ut ions  an d C or respo nd ence  by  t ii e  N at io na l 
A ssoc iat ion  o r  R egul at or y U til it y  C om mission er s

PART 1.—RESOLUTIONS BY THE NATIONAL ASSOCIATION OF 
REGULATORY UTILITY COMMISSIONERS

Shortage of Coal Suppl y

Whereas, There is currently a shortage of coal suitable for fuel in steam 
electric ge nerating stations in the United Sta tes ; and
Whereas, There have been no substantia l increases in production of utility 

steam coal for the past several years ; and
Whereas, There has been an increase in exports of coal to Japan and Europe 

by more th an fifty percent since 1968 ; and
Whereas, Many of the independent coal mining companies have been acquired 

by certain other i ndustr ial compan ies; and
Whereas, This situation  has resulted in spiraling coal costs and dwindling 

coal inventories for some of the Nation’s electric power systems to the point 
where the reliability of those systems is in danger and thei r customers are 
burdened with constantly rising fuel costs ; now, therefore, be it
Resolved, That  the National Association of Regulatory Utility Commissioners, 

in annual meeting assembled, does hereby determine :
(1 ) Tha t the President of the United States and the Secretary of Commerce 

be and they are hereby urged to exercise their statu tory  authority  under the 
Export Administration Act of 1969 to limit exports of coal to the pre-1968 lev el; 
and be it  furth er
Resolved, That  a copy of the Resolution be transm itted to the  President of the 

United Sta tes, and to the Secretary of Commerce.
(Sponsored by the Honorable J. Lewis Moss of South Carolina, passed by 

NARUC 1971 Convention (See NARUC 83d Annual Convention Proceedings 
(19 71) , p. 1 82 ).)

Resolut ion Urging Prompt Approval of P ipe lin e Construction P ermit by 
United States  D epartment of I nterior

Whereas, Since 1968 annual natura l gas consumption within the contiguous 
forty-eight States of the Nation has exceeded new discoveries with the result 
tha t requests for gas service are going unfulfilled in some par ts of the Nation 
and t here are 205 million persons in this country each using directly or indirectly 
an average of 3 gallons of oil a day ; and

Whereas, It  is anticipated tha t the demand for natu ral gas and crude oil will 
double in the next twenty y ea rs; and
Whereas, The State of Alaska, the Arctic Archipelago and Western Canada 

possess proven and estimated undiscovered potential gas reserves totaling 941 
trillion cubic feet and  a t l east 10 billion barrels of crude oil can be produced from 
the North Slope reserves, equal to the total known reserves in the States of 
Louisiana, Oklahoma, Kansas and  ha lf of Texas combined ; and
Whereas, The pipeline is by fa r the safest and most efficient way available 

today to trans port  crude oil and natura l gas from the North Slope rese rves ; and
Whereas, Construction of the 800 mile Trans  Alaska pipeline could begin 

immediately upon approval by the United States Department  of In terio r; and 
now, therefore, be it
Resolved, That the construction and operation of such pipeline or pipelines 

shall be in accord with applicable environmental protection laws of the United 
States and shall include the  safeguards necessary to effectively protect ag ain st:

(1 ) The degradation of the grea t culture of the Eskimos and the Indians 
which is based on subsistence hunting, trapping  and fis hing;

(2 ) The impairment of the clarity  and purity  of lakes, stream s and other 
waters : and damage to spawning beds ;
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(3 ) The exploitat ion of game  an d fish by o ut side rs ;
(4 ) The  undue  distu rba nce  of anim al mig rations  ;
(5 ) The imp airm ent of perm afr ost  co nditio ns; and
(6 ) Any othe r undue  dis tur ban ce of the delicate  ecosystem s involved; and  be 

it  fu rth er
Resolved, Th at the  Nation al Association of Regu lator y Uti lity  Commissioners 

meet ing at  Atl ant ic City, New Jers ey, Septem ber 12-16, 1971, hereby vigorously  
suppor ts the prom pt approva l of the  pipel ine constru ctio n perm it by the  Unite d 
Sta tes Dep artm ent of In terio r for  the pipeline requ ired  for the  development and 
uti liza tion  of such oil and  na tu ra l gas reser ves within  the Arctic in a way th at  
will brin g the full est benefit to all the people of No rth America and their 

enviro nment.
(Spo nsor ed by the  Honorable Rob ert C. Rooker and the  Ho nora ble Jam es Joh n

son of the  Alaska Tra nsp ort ati on  Commission and  the  Hono rable  Joh n M. Stern , 
Jr . of th e Alaska Public U tili ties Commission. Pa ssed  by NARUC 1971 Convention. 
(Se e NARUC 83rd  Annu al Convention Proce edings (1 97 1) , p. 18 4) .)

Resolut ion Re Arctic Gas Suppl y

Whereas, This Associa tion, by vote of the  Ad Hoc Committee on United States- 
Can ada Energ y Supply, and by vote of the  Exec utive Committe e, did on Feb
ruary 25, 1971, vigorously  sup port the prom pt construction  of pipelines neces
sar y to tra ns po rt oil an d gas from Alaska  and Western  Can ada  to marke ts in the  
48 Sta tes  of the United  Sta tes ; a nd

Whereas, Since the adop tion of the aforesa id resolution,  the  energy  sho rtag e 
in the  Unite d States has  worsen ed, particular ly in the  are a of na tu ra l gas sup

plies ; a nd
Whereas, It  app ears  from the  latest  survey releas ed by the  Federal  Powe r 

Commission th at  the  ra te  of developm ent of thi s nation's  gas supplies from now 
un til  1990 will be ina deq uate  to meet cur ren t proje ction  of fu tu re  deman d ( Staff 
Report No. 2, Bureau  of Na tura l Gas, Fed era l Pow er Commission, relea sed 
Fe bru ary  25, 1972, ent itled “Na tura l Gas Supply and Demand , 1971-1990 ”)  ; and
Whereas, It  is obvious th at  all agencies of thi s country  and  Cana da should  

tak e all possible step s to develop and utili ze the  oil and gas reserves in the  
Arctic regions  ; and, ther efor e, be it
Resolved,  Th at the Exe cutive Committee  of NARUC hereb y rei ter ate  the 

contents  and  impo rt of the  resolution dat ed Feb rua ry 25, 1971, rela ting to 
uti lization of gas and oil rese rves  in the  Arc tic regions of Alask a and  Western  
Can ada ; a nd be it fu rth er
Resolved, Th at this Assoc iation requests the  ap pro pri ate  ag encie s of t he  Un ited 

Sta tes Government, and the app rop ria te agencie s of the  Canad ian  Governm ent 
to tak e whatev er acti ons  are  needed to immediately expe dite the  involved in ter
nat ion al arrang ements and agre ements th at  will be require d to move oil and 
gas from the  Arct ic regions to the lower 48 S tate s ; a nd be it fu rth er

Resolved, That the  Assoc iation  supp orts the  imme diate  construction  of such 
pipelin es as are  r equi red to tra ns po rt Arctic gas and  oil to ma rke ts in Cana da and  
the  lower 48 S ta te s; said  pipel ines to be constru cted  in a manne r cons isten t 
with the protec tion of envi ronm enta l and huma n values as reflected in the laws 
and  policies of Cana da and the  U nited  Stat es ; and be it fu rthe r

Resolved, Th at copies of thi s resolu tion be furnish ed by the  General Counsel 
of the Associat ion to the  f ollow ing :

(1 ) Officials of the  United Sta tes:  The Pre sid ent ; the Secreta ry of Sta te;  
the  Secreta ry of the  In te ri or; the  Members of the Fed eral  Pow er Commission ; 
the Adminis tra tor  of the  Environ men tal Prot ecti on Agency; and the  Members 
of th e Council on En viro nmenta l Qual ity : and

(2 ) Officials of Can ada;  The  Prim e Minister ; the  Sec reta ry of Sta te for  Ex 
ter na l Af fairs ; the Min ister  of Energy, Mines and  Re sou rce s; the  Min iste r of 
Ind ian  Affair s and Nor ther n Dev elop men t; the  Minister  of the  Depar tme nt of 
En vir on me nt; and the  Members of  the Na tiona l Ener gy Board.

(Adopte d Feb rua ry 29. 1972, by Ad Hoc Committee on United States-C anad a 
Ener gy Supply, and adop ted by NARUC Exec utive  Committee on March 2, 
1972. Passed by NARUC 1972  Executive  Committee . (Se e NARUC Bul letin 
No. 12-1 972,  p .9 .) )
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Resolution Re Air Quality Standards for Sulfur Dioxide E mis sions

Whereas, The National Association of Regulatory Utility Commissioners has, 
as one of its primary regulatory responsibilities, oversight concerning the pro
duction, transmission and dist ribution  of electric energy ; and
Whereas, The reliability of the continued generation, transmiss ion and dis

tribution of electric energy for the Nation lias become an area of increasing 
national concern to the ut ility regulators ; and
Whereas, The problem of the reliabil ity of the Nations electric utilitie s sys

tem are now being compounded by the inadequacy of environmentally accept
able fuels, the supplies of which have been straine d because of the enactment 
of the Clean Air Act of 1970 and its implementation by State and local govern
ments; and
Whereas, The implementation of this legislation is precluding the use of 

available domestic fuels and causing a disruption in the orderly expansion of 
the electric utili ty industry winch is being called on to meet the Nations 
growing energy need s; and
Whereas, Presently  there exists no proven technology to comply with tlie 

provisions of the Clean Air Act of 1970 by the use of high sulfur fuels and 
because of the unavailability of low sulfur fuels, many utilities, involving a 
substantial portion of the electric generating capacity, are finding it impossible 
to comply with the provisions of said Ac t; and
Whereas, The general health and welfare of the American public is involved 

in this serious situa tion ; now. therefore, be it
Resolved, Tha t the Executive Committee of the National Association of Regu

latory Utility Commissioners hereby :
(1 ) Petitions  the  President and  Congress of the United States to tak e appropri

ate action necessary to remedy the c urre nt energy crisis ;
(2 ) Urges the Environmental Protect ion Agency to adopt realist ic environ

mental goals which give due consideration to the continuing shortage of low 
sulfur  fuels and which are attain able  with available technology;

(3 ) Recommends, where sulfur  emission standards would require an existing 
plant be converted to a foreign fuel, tha t the Office of Emergency Preparedness 
study and report on the possible effects on national security of such reliance on 
foreign fu els;

(4 ) Recommends t hat a company planning a new plant for operation afte r a 
specific date be allowed to build and operate the plant  as long as it would meet 
the primary ambient air  quality health  stand ards and with the added proviso 
tha t the plan t must install control equipment as soon as the Environmental Pro
tection Agency, with the concurrence of tlie National Academy of Engineering, 
declares that  such equipment is avai lable ;

(5 ) Urges a coordinated effort by th e elec tric ut ility industry fuel suppliers and 
the federal government to develop a workable method of controlling sulfu r emis
sion and tha t the methods developed be implemented as soon as practicable, 
thereby forestallin g the prospect of willful delay ; and

(6 ) Recommends, when a plant has been equipped with pollution control 
equipment determined by the Environmental Protection Agency and the Na
tional Academy of Engineering to be proven and commercially available, tha t it 
should be considered to be complying with the Act so long as the equipment is 
properly maintained and operated ; and be it fu rthe r
Resolved, That  the Administrat ive Director of this Association is hereby di

rected to furnis h copies of this resolution to the President of the United States, 
the Leadership of the Congress o f tlie United States, the members of the Com
mittee on Commerce of the Senate and of the Committee on Inters tate  and 
Foreign Commerce of the House of Representatives of the Congress, the Admin
istr ato r of the Environmental Protection Agency, the Director of the Office of 
Emergency Preparedness , and the Presi dent  of the National Academy of Engi
neering, and to otherwise publicize the contents hereof.

(Sponsored by the Honorable George I. Bloom of Pennsylvania. Passed by 
NARUC 1972 Executive Committee. (See NARUC Bulletin No. 37-1972, p. 8 .) )

Resolution Re Shortage of Natural Gas Supply

W/icrea*. The Gas Committee and the Executive Committee of NARUC have 
for several years, passed resolutions rela ting to the shortage  of natu ral gas, 
and the development of an energy cris is; and



Whereas, It now appears th at  the consuming public has at  last  recognized 
tha t such a shortage of natura l gas and other forms of energy threatens our 
national in ter es t; and

Whereas, In spite of the mounting evidence and knowledge of the impending 
energy crisis there are still state and national political leaders who fail to realize 
tha t the best interes ts of our country and its citizens require tha t immediate 
steps he taken to stimulate  exploratio n and drilling for new sources of gas and 
oi l; now, therefore, be it
Resolved, That  the Executive Committee of the National Association of Reg

ulatory Utility Commissioners hereby resolves tha t:
(1 ) Immediate steps should be taken to lease additional off-shore areas, now 

controlled by the Federal and State Governments, for immediate exploration 
and development.

(2 ) There should be an immediate and intensive program of further  explora
tion and drilling of the areas  of the Continental shelf, both in the Atlantic and 
Gulf areas.

(3 ) H.R. 15900, or similar  legislation tha t is designed or lessen or abolish de
pletion allowances, or any other legislation tha t will, in any way, discourage 
or slow down exploration, should be defeated.

(4 ) Federal and State legislat ors and regulatory agencies should encourage 
deep testing of present oil and gas fields.

(5 ) All regulatory agencies and legislative bodies should immediately take 
whatever actions are required to accelerate and encourage the importation of 
gas and oil from Alaska and Canada, and the Courts should exercise judicial 
res trai nt before interf errin g with such action.

(6 ) The FPC be encouraged and requested to stimulate the increased drilling 
of wells in this country by establish ing a realis tic price for domestic g as ; now 
therefore, be it
Resolved, That  a copy of this resolution is authorized  to be sent  to the Gover

nor and to the regulatory commissions of each state, mbembers of the United 
States Senate and House of Representatives, Washington, D.C., and to the Fed
eral Power Commission.

(Sponsored by the NARUC Committee on Gas, the Honorable Carl R. Johnson, 
Chairman. Passed by NARUC 1972 Executive Committee. (See NARUC Bul
letin No. 37-1972,  p. 1 3. ))

R es olu ti on  R e O il  an d Gas P ip e l in e s  F rom  A la sk a

Whereas, This Nation is curre ntly confronted with inadequate  domestic oil 
and gas resources and prospects of furth er deteriorations of such resources in 
the years ahead; and
Whereas, An adequate supply of gas and oil is essential to the Nation’s eco

nomic and social hea lth ; and
Whereas, The increasing dependence upon foreign areas for oil and gas should 

be minimized to the gre atest extent possible; and
Whereas, Substantia l oil reserves of about 10 billion barrels and gas reserves 

of 26 trillion cubic feet have alrea dy been proven on the North Slope of Alaska 
and the potential for discovery of additional major reserves of oil and gas in 
tha t are a seems good ; and
Whereas, The construction of the proposed oil pipeline from Prudhoe Bay to 

Valdez, Alaska, and its environmental impact have been exhaustively  studied 
for several years by the Department of Inte rior and other interested Federal 
agencies and Alaskan agencies a nd the construction of such line has been found 
by th e Secretary of Interior to be appropriate and in the national int ere st; and
Whereas, A permit to be issued by the Secretary of Inte rior  will provide ap

propriate safeguards to the en viron ment; and
Whereas, Until oil can be produced and transp orted from Prudhoe Bay, the 

potential  gas reserves badly needed in the lower 48 States cannot be produc ed; 
and
Whereas, Even if the project  could be commenced immediately, oil cannot be 

made available in less than three  years and gas a year or two th ere aft er; now, 
therefore, be it
Resolved, That  the Executive Committee of the National Association of Reg

ulatory Utility Commissioners strongly urges tha t appropriate  legislation, in
cluding amendments to the Mineral Leasing Act authorizing the Secretary of 
Inte rior  to grant rights-of-way of appropriate width for the construction and
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operating requ irem ents  of oil and  gas lines,  be promptly enacted by the Congress 
of the United Sta te s; and  be it f ur ther
Resolved, Th at  the Congress and  the Execu tive Bran ch of the  Government 

promptly initi ate action to expedite the  final approval  and construction  by 
indust ry of a gas pipeline  from Pru dho e Bay thro ugh  Cana da to the lower 
48 State s ; and  be it  fu rth er
Resolved, Th at  the officers and the  members of thi s Associa tion promptly 

communicate  thi s Resolut ion to the  Pre sident  of the  United  Sta tes  and Mem
bers of Congress  and that  the Officers of the  Association are  hereby  authorized 
to tak e such action,  including appearances before the Congress and Federal 
Agencies of the  Government, in fur the ran ce  of the objectives of this Resolution.

(Sponsored by the Coipmittee on Gas. Passed by NARUC 1973 Executive 
Committee. (See NARUC Bulletin No. 11-1973, p. 14.))

Resolution Re Review of F uel Supply

Whereas , Recen t rulings of the  Federal  Power Commission indicate  that  
present firm con trac ts for na tural gas  fuel supplies to uti liti es may be ab rogated 
in the nea r fu tu re ; and
Whereas,  Such action would seriously imp air the  reli abi lity  and  continuity  

of elect ric service  to all  classes of customers ; and
Whereas , Historically,  the  type of fossil fuel consumed by elec tric uti litie s 

from region to region has been dic tated by the close proximity  of a pa rticu lar  
type of f uel; and
Whereas , Recen t environmental  decision  has  disrupted this pa tte rn of usage 

by creating a shi ft in demand tow ard  cleaner fuel such as na tura l gas and low 
sul fur  coal and oil ; and
Whereas,  Severe shor tages now exist  for  present demand and  for  the long 

term fu ture  fuel req uirement s; and
Whereas , Sta te and Federal  regula tory commissions have a par allel respon

sibility to t he  consumers : domestic, commercial and indust ria l, of electr ic energy, 
as well a s gas, fuel oil and c oa l; now, therefo re, be it
Resolved, Th at  the  Execu tive Committee of the  National  Association of Regu

lato ry Uti lity  Commiss ioners strongly  recommends an in-depth review of en
vironmental cri ter ia,  ava ilab ility of o ther fuels  an d economic cons iderations w ith 
the  object ive of relaxing has tily  adopted  standard s which has no significant 
benefit to the  public.

(Sponsored by the Committee  on Gas. Passed by NARUC 1973 Executiv e Com
mittee . (See NARUC Bullet in No. 11-1973, p. 13 .))

Resolution R e E nvironmental I mpact Study of Oil  and Gas Exploration 
and Development Off -Shore Atlantic Coast

Whereas,  The expansion of domestic exploration and  development of oil and 
gas reserves is essential  to nat ional secu rity , balance of payments and  national  
well-being; and
Whereas,  Some of the most prom ising  potenti al are as for explora tion  are  in 

the  Oute r Con tinen tal Shelf of the  United State s, with  pa rti cu lar  reference to 
the Atlanti c Co as t; and
Whereas, The  explo ration for and  development of oil and gas fields of the 

Outer Con tinen tal Shelf of the  Atlan tic  Coast may irose unique problems as to 
protec tion of the  valuable recreat ional, fishing and other mar ine resources of 
the severa l Sta tes  on the  Atlant ic C oa st ; now, therefore,  be it
Resolved, That the Execu tive Committee of the Nat iona l Associa tion of Regu

lato ry Uti lity  Commissioners urges  the immediate  ins titu tion of comprehen
sive stud ies und er the  direct ion of eit he r Federal  agencies an d/or  a consortium 
of Sta te Universitie s of the  Sta tes  involved looking toward recommendation as 
to the envi ronm enta l impact of such explora tion  and  development upon the rec
reat iona l. fishing and other mar ine resources of  the severa l Sta tes on th e Atla ntic 
Coast and wh at conditions,  if any, are requ ired  to assure  that  such recre ation al, 
fishing and  oth er marine resources are adeq uate ly protec ted ; and be it  furth er
Resolved. Th at a copy of thi s reso lution be sent to the  Governor  of  each State, 

to all  members of Congress, and to all  Sta te commissioners.
(Resolved by the Honorable Archie Smith  of Rhode  Island.)



Resolution Re NARUC Electric Utility Cost Allocation Manual

Whereas, the Committee on Engineering and its Subcommittee on Cost of 
Service of this Association, aft er extended study and conferences, have de
veloped a Cost Allocation Manual for electric utility  operations; and
Whereas, This Association believes tha t the new Manual on Electric Utility Cost 

Allocation will be of value in assisting the commissions and staff in the prac
tical solution of cost allocations problem s: Now, therefore, be it
Resolved, That  the Executive Committee of the National Association of Reg

ulatory Utility Commissioners hereby adopts the NARUC Electric Utility Cost 
Allocation Manual reported by the Committee on Engineering, authorizes our 
Washington office to prin t it and make it available to the commissions repre
sented in the membership of this Assocation and others as a guide for the 
practical assistance and guidance to commission personnel and others in the 
solution of complex electric cost allocation problems.

(Sponsored by the Honorable Willard C. Reine of Missouri. Passed by NARUC 
1973 Executive Committee. (See NARUC Bulletin No. 11-1973, p. 15.))

Resolution Re Energy Shortage

Whereas, Our State and Federa l Government Officials are becoming in
creasingly aware  of the accelerated energy sho rtag e; and
Whereas, The President of the United States has recently proposed a Pro

gram involving several proposals designed to lessen the immediate impact of 
the energy shortage on our citizens, and several proposals designed to produce 
more energy for the use of our citizens : Now, therefore, be it
Resolved, That  the National  Association of Regulatory  Utility  Commissioners, 

assembled in its Eighty-fifth Annual Convention in Seattle, Washington, hereby 
supports the concept and intent of the President’s Energy Program and 
recommends tha t members of Congress take immediate steps to enact legisla
tion to achieve the proposed resul ts and to take whatever steps appear neces
sary to ameliorate the energy shortage; and be it furth er
Resolved, That  the Secretary  of this Association is directed to send a copy 

of this Resolution to all members of Congress.
(Sponsored by the Committee on Gas Adopted September 20, 1973. Reported 

NARUC Bulletin No. 42-1973, p. 23. Passed by the NARUC 1973 Executive 
Committee. (See NARUC Bulletin  No. 28-1973, p. 8.))

Resolution Re Changes in the National Environmental Policy Act of 1969

Whereas, Passage of the National Environmental Policy Act of 1969 has served 
well the public in teres t in the environment by balancing the many factors tha t 
bear on the National welfare ; and
Whereas, The operation of said Act has disclosed areas  of language requiring 

clarification, so as to eliminate delay, duplication of effort, and overlap of jur is
diction, and to weigh environmental values with other public interests and val
ues ; and
Whereas, There has been a Bill, H.R. 5974, introduced into the 93rd Congress 

which seeks to achieve such resul ts without damaging or eroding the desirable 
featu res of the 1969 Ac t; now, therefore , be it
Resolved, That the Executive Committee of the National Association of Reg

ulatory  Utility Commissioners record its support for the principles and inten t of 
H.R. 5974, and direct tha t a copy of this Resolution be sent to all members of 
Congress, requesting thei r support  for passage of H.R. 5974, and tha t the Offi
cers of this Association be authorized to take such action, including appearances 
before Congress, as they deem advisable to achieve the inten t of this  Resolution.

(Sponsored by the Honorable Carl R. Johnson of Ohio, Chairman of the 
Committee on Gas. Passed by the NARUC 1973 Executive Committee. (See 
NARUC Bulletin No. 28-1973. p. 9.) )

Resolution Re Oil and Gas Pipelines From Alaska

Whereas, This Association has for some time past  favored early construction 
of oil and gas pipelines from Alaska’s North Slope ; and



Whereas, Construct ion of the fac ilit ies  requ ired to make this possible has been delayed by litig atio n in var ious forum s, so t ha t use of these  resources have been denied to our  coun try at  a time when the  public wel fare  requ ires  a maximum util iza tion  of our  own resources ; and
Whereas,  Construct ion time for the  oil pipeline  is estimated at  3%’ y ears  from the date of act ua l beginning, with  an  add itional  3 ^  years being required to construct the gas pipeline ; and
Whereas, Any fu rth er  litig atio n will extend this  time schedule for  at  leas t ano the r y ear; and
Whereas,  There are  now pending  in Congress two Bills, H.R. 6756 and  S. 970, both Bills designed to give Congressional  approval  for  immediate  construction of the Trans-Alaska  Oil P ile lin e; and
Whereas, An environmental impact sta tem ent  prep ared  af te r years of study, dem onstrates th at  a pipeline  through  Alaska is the  best route from an environmen tal sta nd po in t; now, therefore, be i t
Resolved, Th at  the Executive  Committee of the  National  Associa tion of Regula tory  Util ity Commissioners records its supp ort of H.R. 6756 anti S. 970, and requests  all members of Congress from  our  Member Sta tes to suppor t this  legislat ion, and  fu rth er  requests our Sen ators and  Congressmen to do wha teve r is necessary to accelerate passage of the se Bil ls.
(Sponsored by the Honorable Car l R. Johnson of Ohio, Chairman of the  Com

mittee on Gas. Passed by the  NARUC 1973 Executive  Committee. (See NARUC Bul letin  No. 28-1973, p. 9.) )

R es ol ut io n R e R e l ie f  F rom L ic en se  F ee  for I mp or ted N a p h t h a . Oth er  O il  
D is til ia t e s  an d N atu ra l G as  L iq u id s  as  a F ee ds to ck

Whereas, The ava ilab ility  of domestic  natural  gas supplies continues  to decline and  pipeline supp liers  of local gas distr ibu tor s predict  continued and  increasing  cur tail ments  due to the ir inabili ty to  acquire  and deliver con trac ted volumes of na tura l gas;
Whereas,  New sources to supplement the  declin ing na tura l gas supplies and declining deliverabil ity from pressently  developed reserves are essentia l to maintain  service  to millions  of exi stin g gas custom ers and to efficiently utilize  the vas t gas pipeline and dis trib ution system already  bui lt and now in  ex iste nce:Whereas,  The manufacture  o f high BTU syn thet ic gas from hydrocarbon feedstocks is a most effective and  crit ica lly  needed supplemen tal source  of sup ply ;
Whereas , Imported naphtha, oth er oil dis till ate s and  na ut ra l gas liquids will be a vita l and necessary  source of supply of feedstock  because domest ic refinery 

capa city  canno t presently supply the  needed quant itie s for  several  years at  le as t;Whereas, The Oil Imp ort Prog ram, established pu rsu an t to Pre sident ial  Proclamation  4210 of  April 18. 19,73, imposes  license fees upon imported dis tilla tes 
and  naphtha, oth er oil di sti lla tes  and na tu ra l gas liquids to be used for  synthetic gas feeds tocks which will add approx ima tely  15 cents /thous and  cubic feet  to the  cost to consumers of  synthetic  gas by  1975;
Whereas , The Oil Impor t Program provides pre ferent ial exemptions from licensee fees to cer tain impo rted liqu id hydrocarbon feedstocks based on historic al import experience or priori ty uti liza tion  thereof, nei ther of which are  ava ilab le for syn thet ic gas feedstocks ;
Whereas,  Such license fee will be, in effect, a regres sive tax  upon the  gas consum er wi th a  su bst ant ial  in flat ionary  im pa ct ; and
Whereas,  Various public uti lit ies  have entered into  long-term con trac ts for 

the  pu rchase  of Canadian-origin oil fo r use as burner  fue l for elect ric generation ; now, there fore , be it
Resolved, T ha t the Executive  Committee  of the N ational Association of Regulatory  Uti lity  Commissioners recommends th at  the  Oil Policy Comm ittee:
(i)  Recognize th at  util iza tion  of hydrocarbon feedstocks for the man ufacture of syntheti c gas  is  ent itled to at  lea st as  high a priori ty as other uses  of hydrocarbon feeds tocks  for which license fee exem ptions  have been gr an te d;
(ii)  Prov ide complete exemption from license fees for  uti lity user s of imported nap hth a, other oil d isti lla tes  and  na tura l gas liquids, or in the  alte rna tive 

gra nt tre atm en t at  least equal to th at  provided for  other pre ferr ed users ; and
(iii ) Prov ide th at  the importe rs seeking such exemption for  thi s purpose establish  that  they  cannot obtain domestic supp lies of naphtha, oth er oil distill ate s and na tura l gas liquids at  economically feas ible prices.



Resolved, That  the officers of this Association be authorized to transmi t to 
the Chairman of the  Oil Policy Committee and other appropria te governmental 
representatives and agencies this Resolution as evidence of the concern of 
members of this organization tha t gas consumers not be burdened with inequit
able and discriminatory import license fees on naptha, other oil distilla tes and 
natura l gas liquids imports needed to maintain  adequate  gas utility  serv ice; and 
be it further
Resolved, That  long-term contracts entered into by public utiliti es prior to 

May 1, 1973 for the purchase of Canadian-origin oil for use as burner  fuel 
for electric generation be exempt from license and allocation and, therefore, 
from license fees.

(Sponsored by the Honorable Carl R. Johson of Ohio, Chairman of the 
Committee on Gas. Passed by the NARUC 1973 Executive Committee. (See 
NARC Bulletin No. 28-1973, p. 9.))

Resolution in  Support of Conservation of Natural Gas and Electricity to 
Be Offered T hrough I nsulation  Programs

Whereas, The country is facing an energy cris is and therefo re this convention 
has been dedicated to ‘‘Conservation—The New Ethic In American Energy Use” ; 
and
Whereas, Natural gas is the least  costly and most environmentally acceptable 

primary source of energy available to heat  America’s homes in these times of 
energy shortage and inflation ; and
Whereas, Residential air  conditioning is a significant load factor  causing the 

shortage of electricity which has resulted in many par ts of the country in 
“brown-outs” in the warm seasons and has increased the demand for the devel
opment of new electrical capacity  which leads to higher costs and environmental 
problems; and
Whereas, It  is important for  regulators to assure  tha t the Nation’s gas and 

electric distribut ion companies take  concrete steps to conserve energy and reduce 
the consumption and costs to residential cus tomers; and
Whereas, The current supply of natu ral gas by gas and electric utilities is 

insufficient to meet the needs of all users in the United States  and it appears  
tha t inte rsta te pipeline companies have advised tha t curtai lments  of 1973-74 
inte rsta te deliveries of natural  gas can be expected to significantly exceed 1972-73 
cur tailments ; and
Whereas, All efforts which will promote the conservation and efficient use of 

natu ral gas are  in the best interest of the residential, commercial, and industrial 
ratepaying consumers and uti lity  companies of the United Stat es; and
Whereas, The Michigan Public Service Commission has, upon its own initiative, 

encouraged Michigan gas util ities  to develop programs desgned to accomplish 
the conservation and efficient use of natural gas, and has pending before i t appli
cations of Michigan gas utili ties for approval of conservation programs which 
encourage, assist  and. if necessary, finance the instal lation  of insulation  in 
homes using natu ral gas for residential space heating purposes ; and
Whereas, Studies indicate tha t American homes are generally under-insula ted 

and tha t the instal lation of 6 inches of ceiling insulation  in poorly and/or non- 
insulated homes at  nominal cost can be expected to conserve a t least 15% of the 
annual average gas consumption used by said households plus significant elec
trical  savings in operating furnaces  and for ai r conditioning ; and
Whereas, Insulation of residential dwelling will accomplish the conservation 

and more efficient use of this Nation’s precious and diminishing supply of 
nat ura l gas and will reduce air  conditioning load at peak tim es; now, therefore, 
be it
Resolved, That  the National Association of Regulatory Utility  Commissioners, 

assembled in its Eighty-fiftli Annual Convention in Seattle, Washington, hereby 
endorses and supports the init iativ e of the Michigan Public Service Commission 
to encourage gas and e lectric utili ties to offer the instal lation  of home insulation 
as part of their gas serv ice; and be it further
Resolved, That  any program to better insula te American homes, which are 

generally under-insulated, be applicable to existing and new homes and be ava il
able to consumers on the broadest  possible bas is; and, where technically feasible, 
gas and electric uti lities  should incur cost of service and investments to conserve, 
as well as d istribute , exis ting supplies of na tura l gas and electricity , respectively ; 
and be it furth er



Resolved, That the Adminis trative Director and General Counsel of this Asso
ciation is hereby direc ted t o furnish copies of t his resolution to the President of 
the United States, the Leadership of the Congress of the United States, the Secre
tary of the Interior,  the Director  of the Energy Policy Office, and the members 
of the Federal Power Commission, and t o otherwise publicize the contents hereof.

(Sponsored by The Honorable William G. Rosenberg of Michigan, The Honor
able Lenton G. Sculthorp of Michigan, and The Honorable William R. Ralls of 
Michigan. Adopted September 20, 1973. Reported NARUC Bulletin No. 42-1973, 
p. 16. Passed by NARUC 1973 Convention. (See NARUC Bulletin No. 42-1973. 
P. 1 6. ))

Resolution Re th e Bidding for Offshore  Oil  and Gas Leases

Whereas, NARUC opposes the present  cash bonus (plus fixed royal ty) system 
of bidding on offshore leases ; and
Whereas, Such system creates a cost barr ier to entry with bonus becoming a 

fixed cap ital cos t; and
Whereas, It limits the number of bidders ; and
Whereas, The lack of knowledge of resource quality, quantity, or presence 

forces th e buyer to estimate the bid value and the seller to estimate refusal price, 
which, at best are only speculative appro xima tions; and
Whereas, The high bid bonuses reduce the amount of capital  available for 

exploration and development; and
Whereas, A bidded royalty system would add steeply to marginal cost and dis

courage maximum recovery ; now7, therefore, be it
Resolved, That  in order to permit the lessee’s capital to be used for exploration 

and development, the National Association of Regulatory Utility  Commissioners, 
assembled in its Eighty-fifth Annual Convention in Seattle. Washington, hereby 
supports the concept of replacing the present system w ith a contingent bonus bid 
(plus fixed royalt y) system, such as a system which would provide tha t the 
bonus be paid in installments coinciding with the time of the bidding, the dis
covery of oil or gas, and the continuat ion of production beyond the fifth year, 
with the lat ter  installment subject to waiver to the extent  tha t it wrould render 
coninuing production uneconomical.

(Sponsored by The Honorable Joseph C. Swidler of New York. Adopted Sep
tember 20, 1973. Reported NARUC Bulletin No. 42-1973, p. 20. Passed NARUC 
1973 Convention. (See NARUC Bulletin No. 42-1973, p. 20 .) )

Resolution Re Mandatory F uel Allocation Program

Whereas, An appare nt shortage in supply of crude and refined petroleum 
confronts the people of the United States prompting the Presid ent and Congress 
to propose volun tary and mandatory petroleum allocations pro grams; and
Whereas, The Mandatory Fuel Allocation Program proposed by the Energy 

Office of the White House excludes from priority  assignment use of substit ute na t
ural gas feedstocks and propane by gas u til iti es; and
Whereas, Maintenance of adequate gas utili ty service has alw’ays in the past 

been accorded the highest prior ity in the  allocation of scarce fuels ; and
Whereas, The shortage of nat ura l gas has caused most pipeline companies 

to curtai l su bstanti ally deliveries to th eir c ustom ers; and
Whereas, New sources to supplement declining natural gas supplies are essen

tial to maintain service to existin g gas customers and to utilize the existing 
gas distribution system; and
Whereas, The manufacture of high BTU synthetic gas from hydrocarbon feed

stocks is the only way critica lly needed gas supplies can be made available 
quickly; and
Whereas, Synthetic gas plan ts have experienced extra ordin ary difficulty in 

obtaining adequate supplies of lig ht hydrocarbon feedstocks domestically ; and
Whereas, The Oil Imports Program  imposes a license fee on imported naphtha 

and other light distilla tes used as feedstock in synthetic  gas plants amounting 
to approximately 15tf per Mcf; and
Whereas, H.R. 9681 pending before Congress, known as The Emergency Petro 

leum Act of 1973, in Committee Pri nt of September 12, 1973 st ates  tha t the allo
cation regulation to be promulgated as a result of t ha t legislation shall provide, 
among ot her things, for “maintenanc e of all public sendees (including facilities
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and services provided by municipal or investor owned utilities . . . ) ” Sec. 
4 (a ) (2 ) ; now, therefore, be it
Resolved, That  the National  Association of Regulatory Utility  Commissioners, 

assembled in its Eighty-fifth Annual Convention in Seattle, Washington, h ere by:
(1 ) deplores The Energy Policy Office’s lack of recognition of the critical im
portance of the gas utility  industry7 to the health, safety and welfare of the people 
indicated by its failure to assign the highest priori ty of alloca tion to gas utiliti es 
in its proposed Mandatory Propane Allocations Program and its Mandatory 
Fuels Allocation Program; (2 ) opposes the imposition of a license fee on im
ported light hydrocarbons to be used as  feedstock fo r synthetic gas pl an ts; and 
(3 ) supports legislation assigning a high priority to the maintenance  of ade
quate gas utility service and an assurance of an  adequate  supply of naphth a and 
other light hydrocarbon feedstocks to operate synthetic gas plants; and, be it 
further
Resolved, That  the National  Association of Regulatory Utility  Commissioners 

make known its position on these matte rs to the Director of the Energy Policy 
of th e White House and members of the Oil Policy Committee, and t ha t to imple
ment the policy contained in this resolution the Presid ent designate an Ad Hoc 
Committee to confer with the Director of the Office of Energy Policy and to make 
this position known to the a ppropriate committees and individual Members of the 
Congress.

(Sponsored by The Honorable Archie Smith of Rhode Island. Adopted Sep
tember 20, 1973. Reported NARUC Bulletin No. 42-1973, p. 22. Passed by NARUC 
1973 Convention. (See NARUC Bulletin No. 42-1973, p. 22. ))

R esol ut ion R e E nergy  Cons erv ation

Whereas, Our N ation’s indus tries and citizens are facing a shortage of energy 
tha t may have most disast rous effects on our economy, way of living, and futu re 
gro wth; and
Whereas, The many plans for alleviation of this energy shortage all have time 

factors of several years for development; and
Whereas, The immediate futu re appears to require dras tic energy conserva

tion measures by all of our people if we are to avoid unplea sant national conse
quences ; now, therefore, be i t
Resolved, That  the Nation al Association of Regulatory Utility Commissioners, 

assembled in its Eighty-fifth Annual Convention in Seattle, Washington, hereby 
recommends to the elected officials, regulatory bodies, and inhab itants of its 
member States, tha t immediately steps be taken by al l to conserve all kinds or 
types of energy, in whatever manner may be possible, so tha t the combined 
energy conservation of all our people may defer, as long as possible, the more 
dras tic steps of energy rat ion ing ; and be it  further
Resolved, That  the Secreta ry of th is Association is directed to send a copy of 

this Resolution to the Governors and Public Utility Commissioners of each of 
our member States.

(Sponsored by the Committee on Gas. Adopted September 20, 1973. Reported 
NARUC Bulletin No. 42-1973, p. 22. Passed by NARUC 1973 Convention. See 
NARUC Bulletin No. 42-1973, p. 23.)

R esol ut ion R e Long-Term  E nergy R ese ar ch

Whereas, The long-term energy needs of this Nation necessitate the develop
ment of a ll the potentia l energy resources of t he Na tio n; and
Whereas, Such development will require financial resources beyond the finan

cial capability of any individual company, groups of companies, or industry-wide 
grou ps; and
Whereas, It  is in the Natio n’s intere st tha t a research agency be created  to :
(1 ) Create, discover and define all opportunities for developing domestic 

energy resou rces;
(2 ) Direct the research and development of the technologies which seem most 

promising; and
(3 ) Fund, where necessary, the achievement of commercial viability  of 

domestic energy resources ; and
Whereas, The Presid ent has proposed the creation of a separate Department 

of Energy, headed by a Secretary of cabinet rank, and the creation of an Energy
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Researc h Adm inis trat ion to acce lera te such energy ac tiv iti es ; now, there fore , 
be it

Resolved, That the Nation al Association of Regulato ry Uti lity  Commissioners, 
assembled on its Eighty-fi fth Annual Convention in Seattle,  Wash ington , hereby 
endorses and supp orts  the  Pre sident’s Prog ram for  creatio n of a sep ara te 
Depar tme nt of Energy and for  the format ion of an  Energy Research and  
Development Adminis trat ion  ; an d be i f fu rtht er

Resolved, That the Sec reta ry of thi s Associa tion is dire cted  to send a copy of 
thi s Resolu tion to the Pre sid ent of the  United Sta tes and to each member 
of Congress.

(Sponsored by the Committee on Gas. Adopted September  20, 1973. Repo rted 
NARUC Bulle tin No. 42-1973, p. 23. Passed  by NARUC 1973 Convention. (See 
NARUC Bul letin  No. 42-1973, p. 23.) )

PAR T 2.—LETTER FROM THE CHAIRMAN, FPC TO THE PRESIDENT, 
NARUC

F ed eral  P ow er  Co m m is sio n , 
Wash ington , December 4, 1973.

Ben T. Wiggins,
President, National Association of Regulatory Utility  Commissioners 
Atlanta,  Ga.

Dear Mr. Wiggins : This Commission will host a meet ing of sta te public 
service commissioners, represent atives  of the  Federal  Energy Adm inist ration 
and  Fed era l Power Commission members, at  this agency’s Washington, D.C. 
office, 825 North Capitol Street , N.E., December 10, 1973.

The purpose of the m eeting w ill be to consider actions which a ll of th e affected 
agencies may underta ke in the  exerci se of their respective  jur isd icti ons  to meet 
the  curre nt Nation-wide fue l emergency. The Federa l Power Commission has 
ini tia ted a series of emergency actions and seeks to coordinate fully  its  act ivi 
ties  with those of the Feder al Energ y Adm inis trat ion and  sta te commissions.

I would ant icipat e th at  members of the  NARUC Executiv e Committee and 
var iou s other members of ind ividua l sta te  commissions  will wish to att end 
the  December 10 meeting. I ask  th at  you communicate with appropriate sta te 
commission members. The meet ing will be in Hearing Room A, second floor, 
commencing at  1 :30 p.m.

Sincerely,
J o h n  N.  N a s s ik a s , Chairman.

PART 3.—AMENDMENT TO H.R. 11793 PROPOSED BY THE  NATIONAL 
ASSOCIATION OF REGULATORY UTILITY COMMISSIONERS

Amend Section 3 of the ac t by adding a subsection (c), as follow s:
“ (c) In assu ring  the  adequacy of provisions made to meet the  Nation’s energy 

needs, as set for th in subsection  (a ) of thi s section, the  Adminis trat or of the  
Fed era l Energy Adminis trat ion  shall consult on a continu ing basis  with  other 
appro pri ate  governmental officials, including Sta te regula tory  uti lity commis
sioners, responsible for  the allocation  and pric ing of energy resources among 
consumers. The Ad minis tra tor  shal l also  esta blish an Advisory Committee  of 
State  officials. The Committee shall be appointed  by the  Adm inis trator, af te r 
consultation with  public agencies concerned with  the  regulat ion or allocation 
of energy  and  fuels  or the protect ion of the  environment , and  shal l be composed 
of seven members, as follows :

(1) Three members sha ll be selected from Sta te regula tory commissions, 
af te r consultat ion with  rep resentativ es of the nat ion al organization of Sta te 
commissions, and sha ll be Sta te commissioners :

(2) Fou r members sha ll be selected from Sta te agencies responsible for 
allocatio n of fuels or t he  protection  of  the environment, and  shall be selec ted 
af te r consultation wi th rep resentativ es of the  National Governors’ 
Conference.

(d) The Adminis tra tor  sha ll subm it to the  Commit tee all proposed regu la
tions and  orders  and amendments  to such regula tion s and orders and afford such 
Committee a  reasonable opportunity , not less t han thirty days, unless  ex tended by 
the  Admin istrator, to pre pare a report  on the  feas ibil ity, reasonableness , and 
practic abi lity  of each such proposal. Each  report  by t he Committee, including any
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minority views, shall be published by the Admin istrator and form a par t of the 
proceedings for the promulgation of regulations and orders. In the event t ha t the 
Adminis trator rejects the conclusions of the majority  of the Committee, he shall 
not be bound by such conclusions but shall publish his reason for rejection 
thereof. The Committee may propose to the Adminis trator, for his consideration, 
regulations or orders on energy use and/or conservation. All proceedings of the 
Committee shall be recorded and the record of each such proceeding shall be 

available for public inspection.
(e ) Members of the Committee may be compensated a t a rate  to be fixed by the 

Administrator  not to exceed daily rate of pay of the fi rst step of GS-18 (including 
travel  time) when engaged in the actual  duties of the Committee. All members, 
while away from the ir homes or regular places of business, may be allowed trav el 
expenses, including per diem in lieu of subsistence as authorized  by section 5703 
of Title 5 for persons in the Government service employed interm ittently . Pay
ments under this section shall not render members of t he Committee employees or 
officials of the United States  for any purpose.

Amend Section 5 (3 ) of the Act by deleting the phrase “as he deems desirable 
to advise him,” and insert ing in lieu thereof the phrase “as are consistent with 
the requirements of Section 3(c ) of this Act to advise him,”.

26-7 25 0  - 74 - 15
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X. Foreign Tax Haven Manufacturing Corporations

G en er al  E xp la na tion

1.  SU MMAR Y OF PROPOSAL

Under the proposal, the United States shareholders of a controlled 
foreign manufacturing corporation which e ither benefits from a tax 
holiday or similar tax incentive or which is manufacturing  abroad for 
sale to the United States and benefits from significantly lower foreign 
income taxes will be taxed currently on the earnings and profit-s of 
such corporation. The intent  of this provision is to tax those manu
facturing corporations which have gone abroad to take advantage of 
tax benefits.

The new rules will apply to a controlled foreign corporation en
gaged in manufacturing or processing outside the United States only 
in years in which more th an 10 percent  of the unadjusted basis of the 
tangible property and  real estate of the corporation a t any time during 
the taxable year is used in its manufacturing or processing operations.

Current taxation will occur if either of two alternative circum
stances exi st: i

(1) Tax Holidays. There is a new investment in a manufactu ring 
or processing facility  abroad after  A pril 9, 1973 (or, in the case of a 
facility  in existence on tha t date, there is or has been an amount of 
additional investment in excess of 20 percent) made during  a period in 
which a tax holiday or other tax investment incentive was in effect 
with respect to the manufactur ing or processing operations. If  these 
conditions are met the current  taxation will apply to all future  years 
in which the corporation  is a manufacturing or processing corporation.

(2) Runaway Plant.  There is a new investment in a manufactu ring 
or processing facility abroad afte r A pril 9, 1973 (or, in the case of a 
facility in existence on tha t date, there is or has been an amount of 
additional investment in excess of 20 percent) and for the year for 
which current taxat ion is to apply the effective foreign tax rate ap
plicable to the corporat ion is less than 80 percent o f the United States 
tax rate and more than  25 percent of  the  corporation’s gross receipts 
are realized from the manufacture of products destined for the 
United States. Whether the conditions of this alternat ive have been 
met is to be determined on a year ly basis ; thus a corporation could be 
taxed currently in year one because the effective foreign tax rate ap
plicable to it is significantly lower than  the effective United States 
tax ra te and more than  25 percent of its gross receipts are derived from

(1 59 )
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sales  to the  Un ited Sta tes , while  in year two it wou ld not  be tax ed 
cu rre nt ly  if only  10 perce nt of its  gross receipts were  der ived from 
sales to  the  Un ited St ates.

As  described  below, a man ufac turin g bra nch  of a foreig n corpo ra
tio n located outs ide the  coun try  of inc orp ora tion will  be tre ated  as a 
sep ara te corporat ion  fo r purpo ses  of applying  these rules.

Th e prov ision would also  include  a sep ara te lim ita tio n on the  
for eig n tax cre di t; so th at income tre ated  as di str ibuted  under th is 
provis ion  would not  be tak en  into  account fo r the overall  foreign 
tax cre di t com putation, bu t would be sep ara tely computed.

The Treasury D ep ar tm en t would be g ran ted au thor ity  to  d etermine 
whi ch foreign prac tice s con sti tute tax investment incen tives . Th is 
au thor ity  could be exercised by det erm ina tions wi th respec t to  g ene ral 
cate gories of incentives,  as fo r exam ple, an exempt ion or reduct ion of 
tax  fo r a per iod  of tim e or  ce rta in  cash gra nts . The au thor ity  could  
also be exercised by de termi na tio ns  with resp ect to specific incen tives  
in specific countr ies,  in clu din g local and  regional  incen tives . Incent ives  
would include  those pro vid ed by law or  reg ula tions  or ind ividually 
neg otiated arrang ement s. Th e fac t th at  there is a gen era lly  low rat e 
of tax in a cou ntry would not  be conside red by its elf  a tax incentive. 
The Treasury  would have au thor ity  t o exempt tax benefi ts which are  
determ ined to  be ins ign ificant  in  am ount or effect  an d to make de termi 
nations  prospec tive  in ap pr op riate cases, and wou ld be prepare d to 
rule on the  sta tus of ta x arr angeme nts  unde r which for eig n invest
ments  a re made. The pro posal  would give the  Pres iden t the au tho rity 
to exempt from  the  opera tio n of the  “runaw ay pl an t” provision 
companies in a pa rti cu la r ind us try  if  he determ ines th at  it is in the  
public  intere st to do  so.

Fi na lly , the  leg isla tion would preserve  disc retion in the  Exe cutive, 
sub jec t to Sen ate ap prov al,  t o enter  into bi lat eral  income tax  tre aties 
which would make these rul es inapplicable to specific incen tives , in 
orde r to prom ote investment in ap prop ria te  situa tions  and  with ap 
prop ria te  safegu ards.

2.  PUR POS E AND  EFFECT  OF PROPOSAL

En actment of the  pro posed  cu rre nt  tax at ion of foreig n con trol led 
man ufac turin g corpo rat ion s would eliminate the  tax adv antage s 
whi ch some U ni ted  State s controlled manufac turers can  obtain  b y in 
ves ting  in countries offering  tax  hol idays,  or by inv est ing  in ma nu
factur in g fac ilit ies  in countrie s wi th low tax rates where a sign ificant 
po rtion  of t he ir pro ducts  are i ntended fo r the U ni ted  Stat es  ma rke t. A t 
the  same time, the  proposa l will  a llow Un ited State s cont rol led  foreign
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manufacturing corporations to continue to operate abroad without  
current United States  taxation in cases in which the investment is 
not tax motivated. As a general rule United States enterprises operat
ing abroad now pay  substantial foreign income taxes. In most cases, 
United States businesses invest abroad not because of an attract ive 
tax situation, but because of business opportunit ies and marketing 
requirements.

While there will be some revenue gains to the U.S., the thru st of 
the proposal is to  deter tax motivated foreign investment. It  is not 
anticipated  that this  proposal will have a subs tantial revenue impact. 

3. BACKGROUND OF PR0P08AL — PRESENT LAW

Under existing law, the income of foreign corporations operat ing 
abroad is generally not subject to current United States taxation, re
gardless of whether the shareholders of the corporation are U.S. or 
foreign. The Subp art F provisions of the Internal Revenue Code, 
adopted by the Congress in 1962, represent an exception to this general 
rule in  the  case of certain tax haven activities conducted by corpora
tions controlled by U.S. shareholders.

The Subpart  F provisions generally exclude the earnings of con
trolled foreign manufacturing subsidiaries from current  taxation  on 
income realized from the  manufacture and sale of products. This dis
tinction was based upon the accurate analysis tha t the great bulk 
of United States investment abroad in manufacturing and process
ing facilities is located in countries which impose substantial cor
porate income taxes. Investment decisions in such cases are made on 
the basis of general business considerations in which tax burdens 
are a neutral factor. However, there has been an increasing tendency 
by both developing and developed countries to deviate from their  
normal corporate tax structures by offering tax rela ted incentives, such 
as holidays from taxation, to at trac t foreign investment. This has led 
in some significant cases to United States companies making invest
ments in manufactu ring facilities abroad in order to obtain special tax  
benefits. These tax incentives in combination with the  U.S. tax system 
tha t does not tax the income of a foreign subsidiary until  i t is r epa tri
ated can lead to distortions in investment decisions. Similiar ly, low 
tax rates, particular ly in combination with other - factors such as 
accessible low cost labor, have led some U.S. companies to move pro
duction from U.S. sites to foreign locations where they produce 
largely for the U.S. market. The proposed legislation, which applies 
to foreign tax holiday incentives and production for the U.S. from 
low tax countries, is intended to remove the income tax factor from 
influencing foreign investment.
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T ech n ic a l  E xp la na tion  
BASIC  FRAMEW ORK

The proposal will add new rules to the Inte rnal  Revenue Code to re
quire current United States taxation of earnings and profits of con
trolled  foreign manufacturing corporations which benefit from tax e
holidays or constitute runaway plants. The new rules will provide that 
a United States shareholder (i.e., a 10 percent shareholder who is a 
United States person) of a controlled foreign corporation will be 
treated  as having received his pro rata  share of the corporation’s 
earnings and profits for a taxable year (with limitations discussed be
low) if the corporation qualifies for  such year as a “ foreign tax  haven 
manufac turing corporation” as defined under the proposal. This would 
be accomplished by incorporating the new rules into the existing Sub
par t F of the Internal Revenue Code.

The proposal would net create a new class of Subpart  F income 
since it is intended that  no limitation on Subpart F  income shall apply 
unless expressly made applicable by the new legislation. Thus, the so- 
called 70-30 rule contained in section 954(b) (3), the significant pur
pose exception of section 954 (b) (4) , and the minimum distribution 
provisions of section 963 would not apply.

Foreign Tax Haven Manufacturing  Corporation 

A.  Basic Framework

The proposal will provide for current  taxation of United States 
shareholders on earnings and profits of a controlled foreign corpora
tion for taxable years in which the corporation qualifies as a foreign »
tax haven manufactu ring corporation as defined under the new rules.
A controlled foreign corporation will be a foreign tax  haven manufac
turing corporation for any taxable year beginning after  December 31,
1973, if it is engaged in manufacturing or processing operations out
side the  United States during the year and i f :

(i) Tax Holiday. The corporation is allowed a foreign tax in
vestment incentive such as a tax holiday (or became a foreign tax 
haven manufactur ing corporation under this provision in a prior 
year) , or

(ii) Runaway Plant.  The effective foreign tax rate applicable 
to such corporation for the taxable year is significantly lower 
than the statutory United States corporate tax rate and more 
than  25 percent of the corporation’s gross receipts for the year 
are from the manufactu re or processing of property which is sold 
or leased for ultimate  use, consumption, or disposition in the 
United States.
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B. Engaging in Manufacturing or Processing Operations

A controlled foreign corporation will be regarded as engaged in 
manufacturing or processing operations if, at any time during the 
taxable year, the unadjusted basis of tangible property and real p rop
erty used in its manufacturing or processing operations exceeds 10 
percent of the unadjusted basis of all tangible p roper ty and real prop
erty of the  corporation as of that time. Included proper ty is property 
described in section 1231 (b) (1)  (without  regard to the  holding period 
for such p roperty).  Property will be included in the test regardless 
of whether the corporat ion has title  or holds merely a lease-hold 
interest.

If  the property is acquired other than  by a purchase, the cost of 
the property will be deemed to be its fai r market value on the  acquisi
tion date. For example, if property  is acquired as a contribution to 
capital  its cost will be its fai r market value on the date of such con
tribution . The cost of leased property is the lessor’s cost.

C. Increased Investment

The provisions apply to United States shareholders of controlled 
foreign corporations that make a new investment o r have additional 
investment (including replacements) in existing manufacturing or 
processing operations af ter  April 9,1973. It  is immaterial whether the 
source o f such investment is new capital or reinvested earnings.

For purposes of the Runaway Plant  rule, a foreign corporation will 
be trea ted as having additional  investment in existing manufactu ring 
or processing operations if, at any time a fter  Apri l 9, 1973, the  sum 
of the unadjusted basis of tangible property and real property acquired 
afte r such date for use in such operations exceeds 20 percent of the 
unadjusted basis of tangible property and real p roperty used in such 
operations on Apri l 9, 1973. For purposes of the Tax Holiday rule, 
the current  taxation will apply only if  the additional investment ex
ceeds the 20 percent increase in tangible property  and real property  
in a year in which a tax incentive is in effect or if the investment was 
made in contemplation of a tax incentive.

The test will be determined on the basis of comparing assets of the 
corporat ion’s entire manufacturing or processing operations or on 
the basis of a single plant or production unit which lends itself to sep
arate treatment. However, the facility which, a t any time, serves as 
a basis fo r asset comparison must have been in existence and identifi
able as such on April  9, 1973. Otherwise, the entire facility is a new 
investment. Once the test is met as to a single plant  or production unit, 
the current taxation  will apply to the entire corporation (or branch 
if the branch rule applies).
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Th e p rop osa l will pro vid e th at  a for eig n corpo rat ion  acquires  prop 
er ty  when it takes  possession in any transacti on , in clu din g a  lease, pu r
chase , or  c apita l contr ibu tion, regard less of wheth er the basis of t'he 
asse t in the han ds of the  co ntr oll ed  foreign  c orp ora tion is determined 
by refe rence to its basis in the hands of  any  othe r person  or  to the  
basi s of  any  oth er prop ert y. Consequently, the co rpo rat ion  is t reated  
as acqu iring  new inv estment af te r Ap ril  9, 1973, if it acquires prop 
er ty  af te r th at  date in a like-k ind  exch ange  unde r section 1031 or in 
an  invo lun tar y conv ersio n under section 1033. In  such  cases, the  
amoun t of th e acquisition will  be the fa ir  ma rket value o f th e pro perty  
acquired.

Th e acquisi tion  of the  stock of  an exist ing  for eig n corporat ion  is 
to be tr ea ted as  a new inves tme nt with re spect to  dete rm ining  the sta tus  
of  that new ly acquired c orp oration  under these ru les.

D. Ta x Incent ive Requirement
(?') Ta x H olidays

A corpo rat ion  is a for eig n tax hav en man uf ac tu rin g corporat ion  if 
the  new in ves tme nt o r an y investment in excess of  a 20 perc ent increase 
in investment was mad e du ring  o r in an tic ipa tio n of  any  taxable yea r 
fo r w hich a  fore ign  tax inv estment incentive was allo wed  or allowable. 
Und er  th is  rule , if  a foreign  corpo rat ion  has exi sting investm ent  on 
Apr il 9, 1973, an d has an increase in investm ent  o f 20 percent  in 1974, 
wh eth er o r not ther e is  a f ore ign  ta x investment incentive, and  has a 10 
perce nt increase  in  inv estment in 1975 when  a foreign tax investm ent  
incent ive  was in effect, th en  the  corpo rat ion  would become a foreign tax  
hav en manufac turin g co rporati on  as o f 1975. Once t hi s req uirement  is 
met the income of  t hat  co rporati on  will be t axed  c ur rent ly  t he reaf ter 
reg ard les s of  whether the  incentive is in effect fo r a subsequent year, 
unles s the  corp ora tion ceases t o be engaged in man uf ac tu rin g or pro c
essing ope rations .

An inv estment in an tic ipat ion of  a tax  incent ive wou ld be tre ate d 
the  same as  one mad e du ring  a y ea r in which th e ince ntive appli es. This 
wou ld preven t t he  foreig n coun try  from  ann ouncing the  incentive  in 
adv ance o f its  effect ive d ate , or  a gre ein g with the co rporati on  to  post
pone the  effec tive date  o f th e investment ince ntiv e u nt il af te r a s igni f
icant amoun t o f increased inv estments  were made . I t would also make 
the provis ion  applicab le where the  foreig n country  pos tpones  the  
effective da te of  a tax ho lid ay  because  th e corpo rat ion  ant icipat es 
havin g losses in the year the in vestm ent is made .

In  o rder  to  give  th e Se cre tar y of  the Tr easury  o r his  de legate  b road 
au thor ity  to  d ete rmi ne by rul es or  reg ula tions  the  gen era l categories 
of  for eig n tax  investment incent ives and  also wh eth er any  specific 
pra ctice  or  benefit const itu tes  such  an inve stment incentive, the  pro-
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posal will define a fo reign tax investment incentive in broad terms. It  
will include any income tax rela ted benefit, however effected, which is 
intended to encourage or has the effect of encouraging investment in 
the foreign country which provides the benefit, and whether or not 
granted to nationals  as well as foreigners. Such a benefit may be p ro
vided by law, regulation, or individually negotiated arrangements. 
However, the fact th at there is a generally low rate  of tax in a country 
will not be considered by itself a tax incentive. Examples of benefits or 
practices of the type which constitute investment incentives include tax 
holidays (which are part ial or complete exemptions from tax for a 
period of time) ; deductions for reinvestment reserves; certain g ran ts; 
and certain depreciation rules bearing no relationship to useful life, 
(u)  Runaway Plants

The second circumstance under the proposal which will result in 
current taxation also applies where there is new investment or addi 
tional investment after Apri l 9, 1973. Under  this alternative  test, a 
corporation is a foreign tax haven manufacturing  corporation if (a) 
the corporation is subject to an effective foreign tax  ra te which is s ig
nificantly lower than the United States corporate  tax rate and (b) the 
corporation’s manufactur ing or processing operations involve sub
stantia l production destined for use, consumption or disposition in the 
United States. Both the significantly lower tax rate requirement and 
the export to the United States requirement are tested annually.

The foreign tax rate  will be considered to be significantly lower for 
a taxable year if  the effective foreign tax rate during such year is less 
than 80 percent of the statutory U.S. corporate tax rate (the current 
statuto ry U.S. tax rate for this purpose is 48 percent and 80 percent 
would be 38.4 percent). The foreign effective rate is to be determined 
by dividing the foreign income tax paid or accrued by the taxable 
income of the foreign corporation determined by U.S. tax accounting 
rules for determining a U.S. corporation’s taxable income from sources 
outside of the Uni ted States under chapter 1 of the  Code and without 
regard to the provisions of subchapters F, G, M, N (except P ar t I) , 
S, and T. Thus, if th e foreign tax paid on $100 of income determined 
under U.S. tax rules was $42, the foreign effective ra te would be 42 
percent or more than  80 percent of the  present U.S. statutory rate.
(m) Runaway  Plant—substantial production for export to the United 

States
Under the proposal, the manufacturing or processing operations of 

the corporation will be considered to involve substantial production 
for export to the United  States if 25 percent of its gross receipts for 
the year are realized from the manufacture  or processing of property 
which is sold or leased for ultimate use, consumption, or disposition
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wi thi n the Un ited Sta tes . For purposes of th is  ru le, it  is no t necessary 
th at  the corporat ion  its elf  sell the  propert y. In  othe r words, the  
corpo rat ion  could  be man uf ac tu rin g fo r the  seller on a sub con trac t 
arr angeme nt.  Fu rth ermore, the  prop er ty  does not have to be sold 
dir ec tly  to Un ited State s persons so long as the re is a reasonable 
expec tat ion  th at  its  ul tim ate  dest ina tion is th e Un ite d Sta tes .
Branch  Rules

I f  the  con trol led foreign  corporat ion  is a fo reign  tax haven man ufa c
tu ring corp ora tion fo r the  tax ab le year with resp ect to  i ts investm ent  
wi thi n t he  count ry in which it  is i nco rpo rated,  the n each Un ite d Sta tes  
share ho lde r’s share of  its  ea rnings  and p rof its f or  such y ea r (as l imi ted  
under provision s discussed be low) will be at tri bu ted to  the  sha reholder, 
even t houg h pa rt  of  such  e arn ings  and  profits do not rep res ent income 
from the manufac turin g or processing  o perations and even if  pa rt  of 
such ea rni ngs and p rofi ts a re fro m outs ide of  the  co untry  o f inc orp ora 
tion . Thus, if  the  man ufac turin g or processing opera tions  sub ject  to 
a tax  benefit are  loca ted wi th in  the  country  of inc orp ora tion, the  
earnings  a nd  profits  t axe d cu rre nt ly  under the  new provisions  would 
include a ll ear nin gs and  p rof its  der ived from oth er typ es of ope rations  
(e.<7., rea l esta te opera tions) regard less of wheth er such ope rations  
are  ca rri ed  on by branch es wi thin the  country  of inc orp ora tion or 
branch es wi tho ut the  coun try  of incorp ora tion.

A special  rule will  ap ply,  however, where a con trolled  foreign 
corpo rat ion  is no t a for eig n tax  haven  manufac turin g corp ora tion w ith  
resp ect  to its  activ itie s in th e countr y of  incorp ora tion an d is do ing  busi
ness i n o ther  fo reig n coun trie s. If , upo n tre at in g act ivi ties o f a b ranch 
in  an oth er  cou ntry as  a se pa rat e c orp ora tion, t hey  w ould  qu ali fy  as  the  
act ivi ties o f a foreign t ax  haven m an ufac turin g c orp ora tion, the n cu r
rent  taxa tio n under th e p rop osa l will  be ap pli ed  sep ara tel y to  the  ea rn
ing s an d profits  a ttr ibutab le  io such  b ran ch act ivit ies.  T hus, a Un ited 
State s sha reh old er of a con tro lled foreig n corpo rat ion  which has a 
bra nch located  in a foreig n coun try  o utside the  c ountry of  inc orp ora 
tion, the acti viti es of which if  t reated  as  a sep ara te co rpo rat ion  would  
be deemed those  of a forei gn  tax hav en man ufac turin g corporat ion , 
sha ll be su bject to  ta x on his  p ro  r at a sha re (based upo n his  ow nership  
of the con trolled  for eig n co rporati on  its elf ) of  earnings  and prof its 
which are  derived from the  b ran ch  activ itie s i n such othe r country.

AMOUNTS TAXED CURRENTLY----LIMITATIONS

The pro posal will tax  cu rre nt ly  to Un ite d State s share holde rs the  
co rporati on ’s earn ings and  profi ts fo r the year (or ea rni ngs and profi ts 
of a branch  treated as a co rporat ion)  determ ine d in accorda nce with
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rules normally appli cab le to  domestic  corpo rat ion s, sub jec t to the 
fol low ing  lim ita tions  or ex clu sio ns:

Th e amount o f such e arning s a nd  pr ofi ts will  be reduce d by the  sum 
of the  defici ts in  ea rni ngs a nd  pro fits  fo r p rio r ta xable  ye ars  be gin nin g 
af te r December 31,1972,  a nd  t he excess of the  sum of  deficit s i n ea rn 
ing s and profits over th e sum of earni ngs and pro fits  («'.e., any  ne t 
defic it fo r taxabl e years  beg inn ing  af te r December 31, 1969, and 
before  Ja nu ar y 1, 1973).  How eve r, any  defic it i n earnings  and  pro fits  
fo r a pr io r t axable y ea r will not be taken  into accoun t fo r the  taxable 
ye ar  to  t he  extent th at  i t ha d been tak en into accoun t to reduce ea rn 
ing s and  prof its of a  prec eding  taxa ble  ye ar  in  de ter mi nin g the  am ount 
cu rre nt ly  ta xed u nd er  th e new proposa l or in de ter mi nin g the  a mount 
of  sub pa rt F  income tax ed  under sect ion 9 51(a )( 1 )( A ).  This  exclusion 
is sim ila r to the limita tio n und er  section  95 2( c) .

Th e amount of  e arn ings  and profits  fo r the  t axab le year  is fu rthe r 
reduce d to  the  ex ten t such e arn ing s an d pro fits  re present income which 
has been sub ject  to  U ni ted State s tax  by reason of  i ts being effectively 
connected wi th a trad e or  business wi thin the  Un ite d Sta tes.

Th e p roposa l wi ll p rovid e a  lim ita tion which is simi lar  to section 951 
(a) (2) wi th respect to su bp ar t F  income. I n  p ar t, it  w ill e xclud e e arn
ing s a nd  pr ofit s f or  a y ea r w hich were d erived  d ur in g a p or tio n of  th e 
ye ar  fo r which the corpo rat ion  was no t a con trolled  for eig n 
corporat ion .

Sec tion  95 9(a) , w ith ou t any  amend ment by  the  pro posed legisla tion , 
wou ld exclude from gross income the  amount s of  e arn ing s and profits  
ac tua lly  distr ibu ted  to th e exten t th at  the y rep res ent earnings and 
pro fits  which have  been previously t axed to  the s hareh old ers  under the  
new prov isions. How ever, in ord er to specify  w hen an actual  di st rib u
tio n rep resent s ea rni ngs an d profits inc luded in gro ss income under 
the  new proposal, section  959(c) will  be amended to pro vide th at  
ac tua l d ist ributions are tr ea ted a s made fi rst  out o f ea rnings  and  pro fits  
th at  have  been taxed cu rre nt ly  under  the  new rules.

Li mita tio n on Credit
Un de r sec tion 960, wi thou t a mendm ent  by th is  proposa l, t he  fore ign  

tax cre di t will be allo wed wi th respect to amounts  tax ed cu rre nt ly  
unde r the new rules as well  as the othe r amoun ts taxe d cu rre ntl y to 
Un ite d State s share holde rs un de r section 95 1(a) . How ever, the pr o
posal w ill am end  sect ion 9 04 (f)  to p rev en t a U ni ted  S ta tes  shareh old er 
from using  an  excess forei gn  t ax  cre di t t o offset its  U ni ted State s tax 
lia bi lit y on the  income cur rent ly  ta xed to  i t u nd er  these new rules. As 
is the case under ex ist ing  law with respec t to  int ere st income and 
div idends from  a DIS C, the tax cre dit  lim ita tio n is to be appli ed  
separat ely  with resp ect to th e a mounts cu rre nt ly  tax ed  under the  new 
pro vis ions to Uni ted  St ates  shareho lders.
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Special Rules
Under the proposal, the new rules will not be applied to tax cur

rently United 'States shareholders on earnings and profits of a  foreign 
corporation, and specific practices or incentives offered by foreign 
countries will not be included in the definition of foreign tax invest
ment incentives, to the extent provided by any treaty or s imilar bila
teral agreement to which the United  States is a party which enters 
into force after April 9,1973.

Furthermore, the proposal will provide tha t where it is in the public 
interest to  do so the Presiden t may, by Executive Order, specify th at 
the new rules do not apply to corporations  within any industry to the 
extent their application depends solely on the corporation being a run 
away p lant (£e., subject to significantly lower foreign tax rates and 
having substantial production for export to the United Sta tes ).

Under the proposal, the new rules will prevail over existing subpart 
F provisions, as well as the foreign personal ho lding company provi
sions, to the extent they would otherwise apply to the same earnings 
and profits.
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XI. Recovery of Foreign Losses

Gen er al  E xp la na ti on

1.  SU MMAR Y OF PROPO SAL

Un de r the  pro posal , ce rta in  losses incurre d by Un ite d St ates  ta x
payers op erat ing abroa d and ded ucted ag ain st domestic  income w ould 
reduce f oreig n ta x credits in la te r y ears when the  taxp ay er  ea rns  p ro f
its  on thes e ope rat ion s. Thus,  Un ite d State s companies wil l no lon ger 
be allowed  to  incu r large losses in some yea rs, reduce Un ite d States  
income in tho se yea rs, and the n use the forei gn  tax cred it to  offset  
Un ite d State s t ax  in p rofi tab le yea rs. In  a dd itio n, certa in losses pr ev i
ously  deducted would be tak en  into incom e when  the taxp ay er  dis
poses of  the  assets th e use of  which resu lted in  the  losses.

Th e pro posal  will pro vid e th at if  a taxp ay er  sus tained a loss 
(whe the r or di na ry  or ca pit al)  in a fo rei gn  country  or  possession of  
the  Un ite d St ates  in a tax ab le year,  or  an ove r-al l loss fro m forei gn  
sources, t hen fo r purposes of  c om puting the lim ita tio n on the fo re ign 
tax cre di t in succeed ing years  such  loss wou ld be tak en  int o acc ount 
in the  succeeding  tax able years  as a red uction of  the  ta xp ay er ’s ta x
able income fro m sources wi th in  such  coun try  or  possession or  fro m 
over-al l fo rei gn  sources, as the case may be. The  am ount of th e re 
duc tion  in any one  year is no t to exceed 25 per cen t of the taxp ay er ’s 
income from suc h country  or  possession or  fro m foreig n sources,  as 
the  case may be, computed wi tho ut rega rd  to such red uct ion . Th e 
amount of  t he  losses not tak en  into acco unt  sha ll be ca rri ed  fo rw ard 
in the t en  succeeding yea rs fo r which the forei gn  t ax  c redi t is elec ted.  
Such a red uc tion will  not  be made, however , in any  tax ab le ye ar  to  
the  ex ten t that th e loss has been allowed  by  th e foreig n co un try  where  
the  loss was i nc ur red and has  t hereb y reduce d the amount of  fo re ign 
tax paid .

In  cases in whi ch ma ter ial  income produc ing  asset s which gave 
rise to the losses, or  in which a subs tan tia l po rtion  of  the asse ts he ld 
for the  prod uc tio n of income, are  disposed  of befo re the  pr io r losses 
have been fu lly  ta ke n into  account, th e losses n ot previously t ak en  int o 
acco unt would be  included  in the  ta xp ay er ’s gro ss income fro m fo re ign 
sources in the  ye ar  of dispositi on of  the  prop er ty . Th is wou ld in 
clude cases in whi ch the en ter pri se  is tra ns fe rred  to  a for eig n co rp or a
tion before  the losses have  been fu lly  tak en  into account. Likewi se, 
where  a co rporati on  which  incurs  losses and files its  income tax 

(169)
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retu rn as part of a consolidated group of corporations in the year of the 
losses, and then, in a subsequent year, chooses to be treated  as a “Pos
sessions Corporation” unde r section 931 of the  Code, the losses would 
be restored to the corporation as income from sources within the 
United States and taxed in th at year by the Uni ted States.

2.  PURPOSE AND  EFF ECT OF PROPOSAL

The enactment of the proposal would eliminate the tax disadvan
tage borne by the United States Treasury in some situations where 
taxpayers deduct from their United States income losses from over
seas operations, and do not pay United States income tax on income 
earned in later years through  the use of the  foreign tax credit, or by 
disposing of the loss generating assets, or by electing to be treated as 
a “Possessions Corporation” under section 931 of the code. The pro
posal is designed to deal with the case of a taxpayer whose foreign op
erations are  organized in  such a  way that the United States Treasury 
bears the burden of the losses while a foreign Treasury collects tax 
when the activity is profitable. The proposal does not deny the deduc
tion for the losses, but, in effect, recaptures them if  they are not taken 
into account for computing foreign taxes in later years.

3.  BACKGROUND OF PROPOSAL

Under existing law, United  States taxpayers may deduct losses 
from foreign transactions  for purposes of computing their  taxable 
income. Thus, the foreign losses reduce the United  States tax on 
United States income. In addition, a United States  taxpayer is al
lowed to credit against his United States tax on foreign income an 
amount equal to the United States tax imposed on the foreign in
come w’ith respect to which the foreign taxes were paid. In the alter 
native, the foreign taxes may be deducted. The limitation  may be 
computed either separate ly for each country (the “per-country” 
limitation), or on an overall basis (the “overall” limitation) under ' 
which all foreign income taxes and foreign source income are 
aggregated.

A taxpayer who is on the  per-country limitation  at the time a loss 
from a foreign transac tion is incurred does not have to reduce the  
limitation for foreign taxes paid on foreign income from other coun
tries as he would if he were on the overall limitation. Thus, he gets the 
full cred it for other foreign taxes paid, plus the fu ll deduction for the 
foreign losses. When the foreign operations in the country of loss 
become profitable, taxes are often paid to such country without taking 
into account the prior  losses. The tax credit allowed by the United 
States  for such taxes may effectively eliminate any United States
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tax on th e income e arne d du rin g t he  p rof itab le per iod . The same resu lt 
occu rs in the  case of  a taxp ay er  on the overa ll lim ita tio n who has an 

„ over-all loss on  his fo re ign ope rations . In  such cases t he  U ni ted  S tat es
bea rs the  burd en o f t he  ta xp ay er  d educ tin g lar ge  losses which grea tly  
reduce Un ited State s taxes,  while the forei gn  country  collects the

* tax es on the  opera tio n once it  becomes pro fita ble  wi th the  Un ite d 
St ates  tax  elim ina ted  by the  foreig n ta x c red it.

I t  is also prese ntly possible fo r tax pa ye rs to inc ur  large  star t-up  
losses in the  ea rly  years of  an  operat ion  in a fo re ign cou ntry, and then  
to  inc orp ora te the  operati on  in the forei gn  coun try  once it  becomes 
profitable.  In  th is case no Un ite d State s tax wou ld be p aid , even if  th e 
forei gn  co untry  ta kes  th e pr io r losses into  account, unless the  e arn ing s 
were  repa tri ate d.

In  much the  same w ay it  is prese ntly possib le f or  a do mestic corpo ra
tio n de riv ing  most of  its  income fro m sources wi th in  a possession  of 
the Un ite d State s to file a  co nsolida ted re tu rn  wi th  a n affilia ted gro up  
of  w hich  i t is a mem ber in a year in which it  has  losses and the n to  be 
tre ated  as a “Possessions Co rporati on ” u nd er  section 931 of the  Code 
in  ye ars  when it  has income. A  c orp ora tion qu al ify ing as a possess ions 
corpo rat ion , a lth ou gh  i ncorp ora ted  in  the U ni ted  S tates,  is n ot tax able 
by the Un ited State s on its  fo reign  source income. Th is means t hat  th e 
losses are  used to offse t Un ite d State s tax ab le income of  the grou p 
whi le the  income of  the la te r yea rs will  no t be conside red as gros s 
income fo r purposes of  c om puting the  Un ite d State s tax.

T ec hnic al  E xp la na tion

1.  BASIC FRAMEW ORK

* The proposal wil l no t entai l the denia l of any losses in the year in 
which they are  i ncurred . Inste ad , unde r the  basic rule, where there is 
income in yea rs su bseque nt to the loss years , th e p rop osa l would reduce 
the lim ita tio n on the  forei gn  tax  c red it in those subseque nt years. The 
pro posal  the n defines wh at is meant  by a forei gn  loss. Fi na lly , the  
pro posal  w ill add a new section 84 to the  Code which will  pro vide for 
the inclu sion in gro ss income of  an am ount equal to the  am ount of 
the losses where the pr op er ty  which inc urred  the  losses is disposed  of 
or  in cer tain cases of  corpo rat ion s tre ated  as possess ions corporat ion s 
under section  931 of  the  Code.

2. REDUCTI ON IN  FOREIGN TAX  CREDIT LIMI TA TION

The firs t case in which  the  pr io r ye ars’ losses wil l be tak en  into 
accoun t is where forei gn  source  income is earne d in yea rs succeeding  
the  losses. In  su ch a case the re will  be  a  red uction of  t he lim ita tio n on
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the foreig n tax credit.  To accomplish th is  the  pro posal  will  amend 
section 904 (a ) o f the  Code.

A.  Re ducti on  in  lim ita tio n
The pro posal  will  provide th at , in the case of  a taxp ay er  who in  a 

pr io r tax able ye ar  beg inn ing  af te r December 31, 1973 (hereina fte r 
refer red  to  as the “loss ye ar” ), susta ins  a for eig n loss (as defined in 
the  prop osal), the  amoun t of  th e ta xp ay er ’s tax ab le income from  
sources wi thi n the foreign country  or  possession of  t he  Un ite d State s 
in which such loss was incurre d or  fro m sources wi tho ut th e Un ited 
Sta tes , as the  case may  be, is  t o be redu ced  solely fo r purposes of de
ter mining th e ap plicab le l im ita tio n u nd er  par ag ra ph  (1) or  (2) of  sec
tion 90 4(a).  The reduct ion  is  t o be fo r each  o f the  10 succeeding ta x
able  years  fo r which the  taxp ay er  chooses to take  the  benefi ts of the  
foreign tax cre di t prov isions (secs. 901 throu gh  906) . The am ount of 
the reduct ion  is the  lesser of  the  fo llo win g:

(i)  Th e am ount by which 25 p erce nt  of the taxp ay er ’s tax able in 
come fo r such  a succeeding tax ab le y ea r from  sources w ith in such  coun
tr y  or  possession o r from  sources w ith ou t th e U ni ted  S tates,  as the  case 
may be, exceeds the sum of the red uc tions  made  p ur su an t to th is  pro
posa l fo r such  succeedin g tax ab le  ye ar  in resp ect of  for eig n losses 
inc urr ed in ta xable  years befo re the loss ye ar,  or

(ii ) In  the  case of the fi rst t axab le year  succeed ing the  loss y ear , th e 
amount of  such  loss, and  in the  case  of  an y tax ab le year  succeeding 
such  fir st taxa ble yea r, th e po rti on  of  such  loss no t used  to  make a 
reduct ion  u nd er  the  pro posal  in an y tax able year occurrin g aft er the  
loss year a nd  befo re such succe eding taxab le ye ar.

The im pact of  these lim ita tio ns  is th at  the taxp ay er ’s foreign  tax  
cre dit  in any  y ea r from any  one co un try  will  be at  l eas t 75 perc ent of 
wh at  it would have been wi tho ut rega rd  to th is proposal. Th is method 
of com puting the reduct ion  in the lim ita tio n follows an or de rin g rule  
which is ana logous  to the opera tio n of section 170(d).  The proposal 
also sets fo rth the method fo r de ter min ing tax able income.

Ex am ple.— X corpo rat ion , a U.S.  corpo rat ion , sus tains a ne t loss 
of  $100 on its  opera tions in Co un try  A in 1974. X  ded ucts th at  loss 
from  o ther  incom e earned in th e U.S . in 1974. In  1975 X  d eriv es ta x
able  income of  $200 from its  op era tio ns  wi thin Co untry  A and pays 
income tax of  $100 (assum ing  a ra te  o f t ax  o f 50 pe rce nt)  to  C ountry 
A. Co un try  A does not  pro vid e fo r the ca rry ov er of  losses. In  ad di 
tion, in 1975 X  has  income from sources wi thin th e U.S . of  $200. X ’s 
tax abl e income fo r purposes of  comp ut ing  its  U.S . tax is $400, and  
its tax , before  reduct ion  by the  forei gn  tax cre dit , is $200 (as sum ing
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a ra te  of  tax of 50 pe rcen t).  Un de r the  pro posal , the  lim ita tio n on 
X ’s foreig n ta x cr ed it fo r 1975 is $75, com puted  as fo llo ws:

150 (T axab le income from  A red uce d by
am ount o f the loss, bu t lim ited to
25 % of  taxab le income f rom  A )

--------- -— — — ------- ------------------------  x 200 =  75
400 (W orldw ide  taxa ble  income)

The addit ion al $50 of  the  1974 loss would be tak en  into  accoun t in 

succeedin g years .
The pro posal  wil l ope rate to reduce th e tax  cre di t lim ita tio n othe r

wise ava ilab le wh eth er or  no t the  tax pa ye r uses the per-c ountr y or  
ove rall  lim ita tio n in a succeedin g tax able ye ar  to  which the  pro posal  
app lies . Th is is true  regard less of which lim ita tio n was used  in the 
loss y ear , and  even if  the  tax pa ye r had not  chosen  to tak e the benefits 
of the  for eig n tax  cred it provisions  fo r the loss yea r. The 10-year 
lim ita tio n on ca rry overs  of for eig n losses wou ld run only where  the 
taxp ay er  chooses to tak e the  benefits of  the for eig n tax cred it pr o
visions fo r each ye ar  of  t he  10-year per iod . Th e 10-year lim ita tio n is 
tol led  with resp ect  to  yea rs fo r which the  tax  cre dit  pro vis ions are  
not chosen. Thus, if  a taxp ay er  experiences a loss to  which th is  pr o
posa l applies in 1974 a nd  the n does not  choose to tak e the benef its of  
the  foreig n tax cred it provisi ons  in 1975 b ut  does in 1976, t he 10-year 
per iod  would beg in to run  in 1976.

B.  Fo re ign losses to be taken into account

The pro posal  will define “fore ign  loss’' to mean the  amount by 
w’hich the  gross incom e for the  tax able year from sources wi thin a 
for eig n coun try  or  possession of  the Un ite d Sta tes  or  from sources 
witho ut the Un ite d Sta tes , a s the  case may  be, i s exceeded by the sum 
of the  expenses, losses, and  othe r deduct ions prop er ly  apportioned  or  
allo cated the ret o an d a rat able par t of  a ny expenses,  losses, and othe r 
ded ucti ons  which can not definite ly be allo cated to  some item  or  class 
of gross income. For th is purpose the  pr inc ipl es of  sections 862 an d 
863 and th e regula tio ns  the reu nder a re to  be followed.

For  purposes of  the proposal, section 1212 (b) is to  be trea ted as 
prov idi ng  fo r a ca pi ta l loss ca rry over in the  case of  tax pa ye rs othe r 
than  cor poratio ns.  For purposes of  comp uting t he  taxp ay er ’s forei gn  
tax cre dit  l im ita tio n unde r section 904, amount s included in gro ss in 
come by reason of new section  84 a nd  sections 172 and  1212 are  to be 
tak en into accoun t in de ter mi nin g the  ta xp ay er ’s en tire tax ab le in 
come fo r the  ta xable year (whethe r the taxp ay er  uses the pe r-c ou ntr y 
or  overall  lim ita tio n.) New’ section 84 and  sections 172 and 1212 are  
also to be tak en in to  account in de ter mining  the  amoun t of  the ta x 
payer’s tax u nd er  ch ap ter 1 of the  Code bef ore  the a llowance  of  credi ts.

2 6 -7 25  0  - 74  - 16
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How ever, once a loss is tak en  int o acco unt as gross income un de r new 
section 84, such  amount w ill no t ag ain  be taken into  accoun t to reduce  
the  foreign tax c red it in subseque nt yea rs.

The p rop osa l will also pro vid e th at  th e t axable income fo r a taxable 
year re ferre d to in the  proposa l fro m sources w ith in a foreign  country 
or  possession o f t he Un ited State s or  f rom  sources w ith ou t t he  U nit ed 
Sta tes , as the  case m ay be, s hal l be determ ined wi tho ut rega rd  t o new 
section 84 and witho ut reg ard to  any net  op erat ing loss deduction 
allow able  und er  section 172 (a)  or  an y ca pit al loss ca rrybacks o r c ar ry 
overs  t o such  year under section 1212. Thus, any  amount inc lud ed in 
gross income pur suan t to  new section 84 sha ll be co nsid ered  a n item of 
gros s incom e fo r all purposes excep t the de termina tion of  t axab le  in
come in the numera tor  of the cr ed it lim ita tio n pu rsua nt  to the new 
lim ita tion.

The proposal will pro vide th at the  Secre tar y or  his delega te shall 
by reg ula tions prescribe, for pu rposes  of  the  new lim ita tio n and new 
section 84, the  m ann er fo r ca rry ing a for eig n loss from  sources w ith in 
a foreig n c ountr y or  possession o f t he  Uni ted  S tat es  for  a tax able yea r 
to anoth er tax ab le year to which  the lim ita tio n pro vid ed by section 
904 (a)  (2) app lies , o r f or  car ry ing a foreign loss f rom  sources w ithout 
the  U ni ted  States  f or  a tax able ye ar  to anoth er tax able year to which  
th e lim ita tio n pro vided by section 904(a) (1) applies .

Th e proposal will pro vide t hat  th e Secre tary o r h is delegate shall by 
reg ula tions  prescr ibe  the ma nner by which a foreig n loss is allocated 
amo ng countr ies  an d classes of  income for purposes of  th e new lim ita 
tion and  new section  84.

I t is intend ed th at  foreign losses will  be ca rried  to succeeding ta x
able  yea rs to  which the  new l im ita tio n a pplies, to be allo cate d in such a 
ye ar  (an d absorbed in int erv en ing years ) pu rsu an t to reg ula tions  to 
be pre scr ibed by the  Secre tary of  t he  Treasu ry  or  his  delegate.

3 . CER TAIN DIS PO SIT IONS OF PROPERTY

The  prop osa l would add a new section 84 to the Code to  pro vid e for  
the inclusion in gross income of  the  ta xp ay er  of  an amount equal t o th e 
defined losses. I f  d ur ing any  ta xa ble ye ar  p rope rty  which gives rise to  
the  loss which would nor ma lly  be tak en  into accoun t for pur poses  of 
th is p roposa l is di sposed o f, and  i f the  amo unt of  such loss exceeds the 
amoun t, i f a ny,  by which th e t ax pa ye r's  tax ab le income was p reviously  
reduced under th is proposal in de ter mi nin g the app licable lim ita tio n 
under section 904(a ) (1) or (2) fo r th at  tax able ye ar  and preced ing  
taxabl e years by reason of such loss, an amoun t equa l to such  excess is 
to be included in gross income fo r the tax able year of  dispositi on as 
income from sources within the fo re ign country  or  possession of  the 
Un ited St ates  in which such loss was inc urr ed or as income from
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sources wi tho ut the Uni ted Sta tes , as the  case may  be. The ter m “di s
posit ion ” will inc lude sales  o r exch ange s, reo rga niz ations, and tr an s
fers  of  prop ert y, such as a tran sf er  of  a foreign  branch  to  a newly 
inc orp ora ted  affiliate of  the  t ra ns fe ro r co rpo rat ion . A dispositi on w ill 
be cons idered to  have occ urred when  a co rporati on  has  filed a con
sol ida ted  r etur n wi th an  affiliated group of  whi ch it is a mem ber in a 
ye ar  in which it  has losses and  then  chooses to be trea ted as a “P os
sessions Corpo ratio n” un de r section 931 o f the  Code in  a year in which 
it  has income.

The pro posal will  pro vid e th at  no amount is to be inc luded in 
gross income u nder new’ section  84 in  any  case in which the prop er ty  
which is dispo sed of  is no t a ma ter ial  factor  in the rea lization  of  in 
come, or is no t a  sub sta nt ial  portio n of  th e asset s h eld  fo r th e produc
tio n of  income by  the  taxpa ye r.

Ex am ple — In  t axab le year  1974 dom estic  corp oration  N sus tains a 
$100 loss in forei gn  coun try  Y. I t  is assumed th at  fo r 1975 N is re 
quired un de r th is  proposa l to reduce its  foreig n tax cred it lim ita tio n 
by the amount of  $40 a nd  f or  1976 N is r equir ed  to  reduce su ch l im ita 
tio n by $20. In  1976, N disposes of prop er ty  which gave  rise  to  the  
loss occurring  in 1971. F or 1976, N  must inc lude in gross income $40 
($100 less $60).

4.  CONFORMING AMENDMEN T

The p rop osa l w ill amend  sec tion 904 (d)  (re la tin g to carry back and 
ca rry over of excess tax pa id)  to pro vid e th at  (1) fo r purpo ses  of 
comp uting t he  am ount of tax  t o be ca rried , the applicab le lim ita tio n 
under section 904(a ) is to be de termined  wi tho ut rega rd  to the new 
lim ita tio n, and (2) fo r purp oses  o f de ter mining  th e am ount of  excess 
tax deemed pa id  or  acc rued in  a year  to whi ch it  is carried , the ap 
plic able  lim ita tio n un de r section 904(a ) is to be de termined  by  a pp ly 
ing  the new l im ita tio n created  by th is  prop osal.

5. REVENUE EFFECT

There  will be a ph as ing in of th e revenue im pact fol low ing  the effec
tive da te  of  th is  proposa l with the  ad dit ion al  revenues  ris ing  to at  
least $100 million a nn ua lly  af te r five years .
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Memorandum t o : Deputy Secretary Simon.
From : Frederic  W. Hickman Assis tant Secretary for Tax Policy.Subject: Treasury  Proposal for  Reduction of Tax Credit by Prior Foreign Losses.

This is pursua nt to your request for a short description of the Administration's proposal which would reduce present incentives for foreign drilling.The proposal would reduce the foreign tax credit allowable under certain circumstances.
Under present law, drilling operations may be commenced in foreign country X and will customarily create losses a t the outset. Those losses may be deducted againstUnited States income or other  foreign source income for U.S. income tax purposes so long as the drilling  company is a branch of the U.S. company or a domestic subsdiary. Since there is a loss in year 1, country X imposes no tax.In year 2 production commences and the foreign operation shows a profit. Country X taxes tha t profit at a rate, often in excess of the U.S. rate, without taking into account the prior losses. The foreign tax credit  allowed by the United States may effectively eliminate any United States tax on the earned income for such profitable period. The United States bears the burden of the tax payer ’s deducting large losses which greatly  reduce U.S. taxes, while the foreign country collects the taxes on the operation when it becomes profitable with the U.S. ta x eliminated by the foreign ta x credit.
The Treasury has proposed th at where a taxpa yer has deducted losses incurred in a foreign country in computing U.S. taxable income and in subsequent years the foreign country does not permit a loss carr y forward  in computing profits under its tax laws, the U.S. foreign tax credit otherwise allowable will be reduced to reflect the losses previously deducted against the U.S. income. In order not to eliminate the tax credit in any one year, the proposal provides t ha t the taxpayer will be able to credit at  least three-fourths of his tax  credit in any one year. This is accomplished technically by limiting the loss taken into account in any one year to not more than  25 percent of the taxpayer’s foreign income in tha t year.
It is believed tha t this proposal, by reducing the advantage of deducting initial drilling  expenses and then claiming full foreign tax  credits, will reduce present tax benefits accruing from foreign drilling operations. It  will not have an impact in those foreign countries, such as Canada, tha t permit loss carry forwards  in computing taxable income.
Attachment.
To illu stra te.—The tax credit formula is as  follo ws:

Li m ita tio ns Taxable income from foreign country 
Worldwide taxable income XU.S. income tax before credits

A. In 1973, a taxpayer incurs a loss of $100 in Country X. In 1974, the tax payer earns $100 in Country X which does not permi t a  loss c arry  forward. The tax credit in 1974 would be computed as follows under the Treasury propo sal:
$75 (Taxable income from X reduced by 25% )* . _ ___ —I 7 7“Z . I.Ov$100 Worldwide taxable income

The addition •% of the 1973 loss would be taken into account in later years.B. If the facts were the same, except tha t in 1974 the taxpayer  had $400 of income in Country X, the full loss would be taken into account tha t year in computing the tax c redit as follows :

$300 (Taxable income from X reduced by prior  loss) 200—$j  
$400 Worldwide taxab le income

In this case the $100 prior  loss does not reduce the taxable  income by more than 25% and is included in full in the numerator.



PROJECTED RECOVERY OF FOREIGN LOSSES (L IM IT E D  BY 25 PERCENT OF TAXABLE  INCO ME ) AN D REVENUE 

EFFECT, 1973 AN D THEREAFTER 

|l n  m ill io ns  of  do lla rs ]

Recovery  of  fo re ig n losses
-----------------------------------------------------------------------  Revenue e ff e c t1

Pet ro leum  Tota l, al l (a t 48 pe rcen t
and m in in g O ther  activ iti es U.S. ta x ra te)Year

197 3...................................................................... ......................... 0 0 0 0
1974 ............................ ......................................... ____________  40 10 50 24
1975...................................................................... ......................... 80 19 99 48
1976......... ......................... .............................. ......................... 80 28 108 52
197 7.................................................................. ......................... 120 38 158 76
1978 ............................................................... .. ......................... 160 38 198 95
1 9 7 9 . . . . .............................................................. ......................... 160 38 198 95
198 0...................................................................... ......................... 200 38 238 114
198 1......... . ........................................................... ......................... 240 38 278 133
198 2. .................................................................... ......................... 240 38 278 133
198 3...................................................................... ......................... 280 38 318 153
1984...................................................................... ......................... 320 38 358 172
Sub se qu en t y e a rs .. ...................................... .. ......................... 320 38 358 172

1 It  is assum ed th at the fo re ig n tax ra te  on taxable inco me,  reduced by the am oun t of  the recovery fo r ca lcul at in g the 
fo re ig n tax  c re d it  claimed , is no t lower  th an th e U.S. sta tu to ry  ra te (a ppl ic ab le  a t the marg in ).

Sou rce:  Office of  the Se cretary of  th e Tre asu ry  Apr . 16 ,1 97 3,  Office of  Ta x Ana lysis.



A pp en dix  4.—F ederal P ower C om mission  D ocu men ts  R el at ing 
to D elay s in  E le ct ric P la nt  O pe ra tion sI

Federal Power Commission, 
Washington, D.C., March 7,1973.

FPC Releases Staff Report on Delays of Scheduled Operation of Electric 
Generating Units

The Federal Power Commission today released a staff report which shows that 
35 steam electric generating units, total ing 30,014 megawatts, originally scheduled 
for service by the summer of 1973, are not now expected to be ready.

The study, by the FPC’s Burean of Power, reports tha t 30 of these delayed 
units are nuclear  fueled, with capacity totaling  27,389 megawatts. The other five 
are fossil-fired units.

The report says tha t the nation ’s present installed generating capactiy of 
approximate ly 398,000 megawatts includes 29 nuclear units with a to tal capacity 
of 14,683 megawatts, or 3.7 percent of the total.

However, these totals include a number of units which have received oper
ating licenses but are not available for full load operations due to limitations 
imposed by environmental considerations, license restrictions or technical prob
lems. In addition, the report notes, there  are 51 nuclear units totaling 44,759 
megawatts which have been grante d construction permits but have not yet re
ceived operating licenses.

The rep ort est imates tha t by the summer of 1980, a total  of approximately 760,- 
000 megawatts of capacity will be needed to meet projected loads of the nation’s 
electric utilities. The staff said that  present  projections indicate that about 
122,000 megawatts, or 34 percent, will be n uclear ; about 205,000 megawatts, or 
56 percent, will be fossil ste am ; and the remaining 10 percent will be hydroelec
tric  and other.

The complete text of the  Bureau of Power report, which includes 9 tables, is 
attached.

Federal Power Commission Bureau of Power

ST AF F REPORT ON DELAY S IN  SC HE DU LE D COM MERCIAL OPERATION OF 
ELECTRIC GE NE RA TING  U N IT S

The following discussion and accompanying tables present selected data  on 
delays in the scheduled commercial operation dates of large electric generating 
units and high-voltage transmission facili ties of electric utilities throughout the 
48 states. The data  are based on the most recent information available  to the 
Federal Power Commission’s Bureau of Power staff and represent the reported 
status of facilities as of early February  1973. It seems likely tha t several of the 
new generating units included in this report and now scheduled to be ready for 
service for the 1973 summer load season may not actually become available as 
planned due to possible fur the r construct ion delays, problems during plant 
start-up, or other  causes which are not apparent at this time. Also, one or two 
of these plants are not scheduled for  init ial service until June, and this allows 
little  time for any significant shakedown period and operational adjustm ents 
prior to summer peak load periods even if the planned construction schedules 
can be met.

Presently, there is a total of approximately 398,000 MW of generating capacity 
in service throughout  the Nation, including 29 nuclear units  with a total capacity 
of 14,683 MW or 3.7 percent. This includes a number of units  which have received 
operating licenses but which are not available  for full  load operation due to 
limitations  imposed b.v environmental considera tions, license restrictions , or tech
nical problems. In addition, there are 51 nuclear  units totaling 44,759 MW which 
have been gran ted construction permits but have not yet received operating 
licenses.

(242)
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A total of 30 units, involving 27,389 MW of nuclear capacity, originally sched
uled for service prior to the  summer of 1973, are not now expected to be in service 
by that  time. This compares witn 29 units, totaling  24,283 MW of nuclear capacity, 
scheduled for service prio r to the summer of 1972, but delayed at least beyond 
the summer load season of that  year, some for much longer periods as described 
later. It  has been estimated tha t by the summer of 1980 a total of approximately 
760,000 MW of capacity will be needed to meet the projected loads of the Nation s 
electric utilities. Present projections indicate  tha t about 122,000 MW or 34 per-

* cent of the additions will be nuclear, 205,000 MW or 56 percent will be fossil 
steam, and the remaining 10 percent will be hydroelectric and other.

Table I summarizes by Regional Electric Reliability Councils the steam-elec tnc 
generating units 300 MW and larger which were originally scheduled to be in

* service by the summer of 19 <3 but which are now expected to be delayed beyond 
tha t time. Together the Regional Councils reported in this category the delay of 
35 steam-electric generating units totaling 30,014 MW, including 30 nuclear-fueled 
units totaling 27,389 MW and live fossil-tired units totaling 2,625 MW. Two of the 
eight Council areas  involved accounted for almost half  of the total  delayed 
capacity. One of these, the Mid Atlantic Area Coordination Agreement (MAAC), 
which includes systems in all or pa rts of the states  of Pennsylvania, New Jersey, 
Delaware, Maryland, Virginia, and the District of Columbia, reported delays of 
seven nuclear units totaling 7,127 MW. The second Council, the Southeastern 
Electric Reliability Council (SERC), which includes systems in all or par ts of 
the s tates  of Florida, Georgia, Alabama, South Carolina, North Carolina, Tennes
see, Mississippi, Kentucky, Virginia, and West Virginia, reported delays of nine 
nuclear units totaling  7,793 MW. Other Councils reported from one to five unit  
delays each with the exception of the Electric Reliability  Council of Texas 
(ERCOT) which reported none.

Table II lists the same 30 nuclear units reported delayed beyond the summer 
of 1973 in Table 1, but shows each uni t’s associated causes of delay. Twelve dif
ferent causes were reported, ranging from labor related and technical problems 
to regulatory and environmental problems. Multiple reasons for delays were 
reported fo r most of the units, but in five cases the delays were attr ibuted entirely 
to regulatory problems of some type. These can involve a variety of matters 
including environmental review, safety certification, and related  licensing 
procedures.

Table II I lists the five fossil-fueled units, also included in Table I, and indicates 
each of these u nit ’s associated causes of delay. Only a single cause of delay was 
reported in the case of each of the five units, and two of those involved regula tory 
problems.

Table IV lists 14 nuclea r units totaling  11,043 MW which were not available 
in June 1972 but are scheduled to be available for the summer of 1973. It  is not 
expected that all of these units will operate at full capacity during the summer 
due either to limitat ions imposed by regulatory  restrict ions or for various tech
nical reasons. The average delay for the units shown in this table is 22 months

Table V lists 29 unit s totaling 24,383 MW publicized last  year as being 
originally scheduled for service by the summer of 1972. Because of the earl ier 
publicity given to the 29 units  and the interest it generated, Table V was pre
pared to give the current  status of the units involved. It  indicates tha t of the  
29 units, at least 13 are  sufficiently delayed tha t they are not expected to be in 
service before August 1973. Three are not now expected to be available for 
service ear lier than the las t quar ter of 1974 and one is not expected to be ready 
until March 1975.

Table VI-A presents a summary of steam-electric generating capacity in 
megawatts and the number of uni ts delayed, on schedule, and ahead of schedule  
as of this time for equipment which was originally scheduled for initi al com
mercial service in the years 1972-75 and 1976-78. Although a few units  have 
been delayed for considerably longer periods, the average for the 69 nuclear 
units shown as being delayed in this table is approximately 20 months. In the  
1972-75 time period, 50 of the 56 scheduled nuclear and 49 of the 142 scheduled 
fossil-fueled units have been delayed. The 1976-78 time period shows 19 of the 
39 scheduled nuclear and 9 of the 68 scheduled fossil-fueled units  are already 
reported as being delayed. It  is reasonable to expect that  additional  delays will 
occur as the scheduled commercial operation dates are  approached.
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Table VI-B summarizes the  reported causes of delay such as construction 
and technical problems, regulators’ and environmental problems, or a combina
tion of such problems associated with the units reported in Table VI-A. For 
the 1972-75 time period, the table shows th at of the 49 fossil-fueled units delayed, 
22 were for construction or technical problems and five were for regulatory 
or environmental problems. For  the remaining 22 fossil units, causes of delay 
were not reported but usually these delays were for relative ly short periods 
of a few months or less. Of th e 50 nuclear units delayed, 11 were for construc
tion or technical problems an d 6 for regulatory or environmental problems. As 
indicated in the table, a combination of problems was reported for 32 units and 
one unit, Millstone No. 2, was delayed for one month, but the cause of delay 
was not reported. In the 1976-78 time period, only nine fossil-fueled units have 
been reported as being delayed—six for construction or technical problems, 
one for regulatory or environmental problems, and two for unreported reasons. 
Because of the curren t lead-time and less complicated permit  procedures re
quired for many fossil units, it is not surprising tha t only a few delays for the 
1976-78  period have been reported at present and it is reasonable to expect 
tha t more reports of delays will be received as  scheduled operation dates become 
more imminent. Due to longer lead times and more extensive permit and licens
ing procedures for nuclear  units, 19 such units  have already been reported as 
being delays. Of these, 15 were attr ibut ed to regulatory or environmental prob
lems only.

Table VII lists 20 different hydroelectric projects which have been reported as 
delayed. Of these, 17 have been delayed as the result  of environmental problems 
or more recently other matt ers associated with the implementation of NEPA. 
The table indicates the reasons for the delays in each case. The two longest 
delays to date involve the proposed High Mountain Sheep projec t for which an 
initia l application was filed in 1958 and the Consolidated Edison Company’s 
proposed Cornwall Pumped Storag e Project  which is already more than seven 
year s late.

Table VII I lists transmission circuits  designed to operate at voltages of 230 
kv or higher which are  presently  being delayed for environmental reasons or 
because of difficulty in obtaining right-of-way. The reported delays range from 
four to 39 months with an average of 20 months for the tota l list. Of the delays 
in transmission, the one most likely to have serious consequences for the sum
mer of 1973 is tha t of the Keeney-Salem 500 kv circuit which is still delayed 
because of problems associated with the Delaware River crossing and right-of- 
way problems in norther n Delaware. Lack of this  circuit  limits the trans fer 
capabil ity into New Jersey and significantly reduces system reliability  for some 
possible oeprating conditions. The delay of the Rampo-Rock Tavern circuit 
in New York State  limits transf er capability from upsta te to downstate New 
York.

The information presented above and tha t covered by the tables is based on 
periodic reports  to the Commission by the electric utilities, nuclear p lant sched
ule information obtained from AEC, and special reports on parti cula r facilities 
obtained from utility  representatives to update information in the Commission’s 
repo rt files.
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TABLE I.— STEAM ELECTRIC GENERATING UNITS DELAYED FOR COMMERCIAL OPERATION BEYOND SUMMER 

' 1973—300 MW AND LARGER

Unit,  ut ilit y,  State
mega- Originally  Presently

Type watts scheduled scheduled

NORTHEAST POWER COORDINATING COUNCIL (NPCC)

Brayton Point No. 4, New England Power System, Massachu-

FitzPatrick No. 1, PASNY, New Y or k................. . .......................
Indian Point No. 3, Con. Ed. Co. of New York, New York.........
Shoreham No. 1, Long Island Lighting Co., New Y ork .............
Roseton No. 2, Central Hudson Gas & Electric,  New Y ork........

To ta l.

F oss il .. .. 437 June 1973........... December 1974.

Nu cle ar .. 850 June 1973_____ October 1973.
Nu clea r. . 1,059 March 1971____ December  1974.
Nu cle ar .. 849 May 1973_____ May 1977.
F oss il .. .. 572 November  1972. September 1973.

3,777

MID-ATLANTIC AREA COORDINATION GROUP (MAAC)

Peach Bottom No. 2, Philadelph ia Elec tric Co., Pennsylvan ia.
Calve rt Clifts  No. 1, Bal timore Gas & Elec. Co., Maryland........
Three Mile Island No. 1, General Public U tilit ies , Pennsylvan ia.
Salem No. 1, Public Service Elec. & Gas Co., New Jersey........
Salem No. 2, Public Service Elec. & Gas Co., New Jersey........
Three Mile Island No. 2, General Public  Utilit ies, Pennsylvan ia. 
Peach Bottom No. 3, Philadelph ia Electric Co., Pennsy lvania.. 

To ta l......................................................................................

Nuc lear .. 1,098 May 1971_____ . September 1973.
Nuclea r. _ 932 January 1973.. .. February  1974.
Nuc lear .. 833 May 1971_____ May 1974.
Nuc lear . 1,170 December 1971. . Octobe r 1974.
Nuc lear .. 1,115 June 1973_____ May 1975.
Nuc lear .. 905 March 1972........ May 1976.
Nu clea r. . 1,098 Ap ril 1973.......... Apri l 1974.

7,127 ..............................

EAST CENTRAL AREA RELIABIL ITY COORDINATION 
AGREEMENT (ECAR)

Beaver Valley No. 1, Duquesne Light Co., Pennsylvania...........Nuc lear ..  85S June 1973...........October  1974.
Monroe No. 4, D etro it Edison Co., Michigan ................. ..............Fossil-------- 752 May 1973---------March 1974.
Donald C. Cook No. 1, Indiana & Mich igan Elec. Co., Michigan . Nuclea r. . 1,100 June 1972.......... October 1973.
Donald C. Cook No. 2, Indiana & Mich igan  Elec. Co., Michigan. Nuclea r. . 1,100 June 1973...........January 1975.

Tota l. ........................................................................................................  3,808 ...............................

a*

SOUTHEASTERN ELECTRIC RELIABIL ITY COUNCIL (SERC)

Browns Ferry No. 1, TVA, Ala bama ................... .......................
Browns Ferry No. 2, TVA, Alabama.......... ................. .................
Browns Ferry No. 3, TVA, Alabama............. ...............................
Oconee No. 2, Duke Power Co., South Carolina.........................
Oconee No. 3, Duke Power Co., South Carolina.........................
Hatch No. 1, Georgia Power Co., Georgia....................................
Crystal River No. 3, Florida Power Corp., Florida---------- . . . . .
Hutchinson Island No. 1, Florida Power & Ligh t Co., Flor ida. . 

To ta l......................................................................................

Nuc lear .. 1,152 October 1970.. ..  August 1973.
Nuc lear . _ 1,152 October 1971... ..  Ap ril  1974.
Nu clea r. . 1,152 October  1972.. ..  October 1974.
Nuc lear .. 885 May 1972____ . Septem ber 1973.
Nuc lear .. 885 May 1973____ . May 1974.
Nu clea r. . 850 May 1973......... _ May 1974.
Nuc lear .. 825 Ap ril 1972........ . Octobe r 1974.
Nuc lear .. 892 March 1973.. .. . May 1975.

7,793 ...............................

MID-AMERICA INTERPOOL NETWORK (M AIN)

Kewaunee No. 1, Wisconsin Public Serv. Corp., Wisconsin____ Nuclea r. . 527 June 1972---------- October  1973.
Labadie No. 4, Union Electr ic Co., Missouri.............................. F o ss il .. ..  555 January 197 3 .. ..  Jul y 1973
Zion No. 2, Commonwealth Edison Co., Ill inoi s...........................  Nuclea r. . 1,050 May 1973..............Summer 1974.

To ta l..........................................................................................................  2 ,1 3 2 ...............................

MID-CONTINENT AREA RELIABIL ITY  COORDINATION 
AGREEMENT (MARCA)

Prairie  Island No. 1, Northern States Power Co., Minnesota .. Nuclea r. . 593 May 1972. . . . .  October 1973.
Cooper No. 1, Nebraska Public Pwr. Dis t., Ne bras ka ... .......... Nuclea r. . 800 January 197 2 .. . November 1973.
Fort Calhoun No. 1, Omaha Public Pwr. Dist., Nebraska.......... Nuclea r. . 455 May 1971.............July 1973.

To ta l..........................................................................................................

SOUTHWEST POWER POOL (SWPP)

Arkansas Nuc. One No. 1, Arkansas Pwr. & Lt. Co., Arkansas..  Nuc lear ..

WESTERN SYSTEMS COORDINATING COUNCIL 
(WSCC)

Fort St . Vrain  No. 1, Public Service Co. of Colo., C o lo ra do .. .. . Nuclea r. . 
Rancho Seco No. 1, Sacramento Mun. Ut il. Dist.,  Ca lifor nia.. . Nuclea r. .
Diablo Canyon No. 1, Pacific Gas & Elec. Co., Cal ifornia--------- Nuc lear ..
Scattergood No. 3, Los Angeles DWP, Ca lifo rnia........................  Fossil------

To ta l..........................................................................................................

1,848 ...............................

793 December 1972. October  1973.

330 October  1 971.. ..  August 1973.
963 May 1973 ..........October 1973.

1,134 May 1972..........  March 1975.
309 July 1972_____ October  1974.

2,736 ...............................

Grand total . 3 0 ,0 1 4 ...............................
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TABLE II I. —FOSSIL-FIRED UNIT S 300 MW AND LARGER DELAYED BEYOND THE SUMMER OF 1973

Unit
Loca tion: City and 
state

Capacity
(megaw atts) Causes of delay

Brayton Pt. No. 4__........... ______ Somerset, Mas s. ............. 437 Certif ication  from  local author ity.

Roseton No. 2....... ............. ______  Roseton, N.Y_________ 572 Boi ler explosion dur ing  test.

Monroe No. 4__________ ___ _  Monroe, Mich................ . 752 Labor union strikes.

Labadie No. 4__________ ............. Labadie , Mo_________ 555 Rescheduled associated fac ilitie s.

Scattergood No. 3_______ ............  Playa Del Rey, Ca lif___ 309 Legal challenges.

To ta l........................ 2,625

TABLE IV.— NUCLEAR UNITS EXPECTED TO BE AVAILABLE FOR SUMMER 19731 WHICH WERE NOT IN SERVICE 

BY JUNE 1, 1972

Unit

Pilg rim No. 12........
Maine Yankee........
Verm ont Ya nk ee ...  
Indian Point No. 2 .
Su rry  No. 1 2 ..........
Surry No. 2 .............
Turke y Point  No. 3. 
Turkey Point  No. 4.
Oconee No. 1..........
Palisades No. 1 * .. .  
Quad C ities No. 1 2 . 
Quad Ci ties No. 2 2 . 
Point Beach No. 2. .
Zion No. 1...............

To ta l............

Capacity Location, city and State

657 Plymouth, Mass.
830 Wiscasset, Maine.
540 Vernon, Vt.

1,069 Buchanan, N.Y.
800 Gravel Neck, Va.
800 Do.
728 Turkey Point, Fla.
728 Do.
885 Seneca, S.C.
812 South Haven, Mich.
810 Cordova, III.
810 Do.
524 Two Creeks, Wis.

1,050 Zion, III.

11,043

1 These uni ts are expected to be in serv ice dur ing the summer of 1973 but  were ei ther  not operating or operating a* 

less than fu ll output  last summer.  I n some cases, it  is not expected these units w ill  op er ate at ful l power du ring the  summe r 

of  1973.
2 In par tial capacity operation fo r part of the summer o f 1972.

TABLE V .- L IS T  OF 29 DELAYED NUCLEAR UNITS ORIGINALLY SCHEDULED TO BE IN COMMERCIAL OPERATION 

BY OR BEFORE SUMMER 1972 AND THEIR STATUS AS OF FEB. 1. 1973

Forecasted

Size In itia l scheduled
scheduled 
opera tion as of

Unit , owner,  location megawatts operation Feb. 1, 1973

Pilg rim No 1, Boston Edison, Plymouth , Mass..................................
Diablo Canyon No. 1, P.G.E., Diablo Canyon, Ca lif.............................
Vermont Yankee Verm ont Yankee, Vernon, Vt ..............................
Ind ian  Point  No. 2, Con. Ed., Indian Point, N.Y ---------------------------
Ind ian Point No. 3, Con. Ed., Indian Point , N.Y---------------------------
Peach Bottom No. 2, Phi ladelphia Ed., Peach Bottom, Pa_..............
Three Mile Island No. 1, G.P.U., Goldsboro, Pa............................—
Three Mile Island No. 2, G.P.U., Goldsboro. Pa- ................................
Salem No. 1. P.S.E. & G.. Salem. N J ...................................................
Surry No. 1, Vepco, Gravel Neck. Va....................................................
Surry No. 2, Vepco, Gravel Neck, Va....................................................
Browns Ferry No. 1, TVA, Decatur, A la ..... ............................. ............
Browns Ferry  No. 2, TVA, Decatur, Fla..... .........................................
Oconee No. 1, Duke, Seneca. S.C.......................... . . . .......................-
Oconee No. 2, Duke, Seneca. S.C..........................................................
Crystal River No. 3, Florida Power, Red Leve l, Fla............................
Turke y Point No. 3. Florida P. & L., Tu rke y Point, Fla.....................
Turke y Point No. 4, Florida P. & L., Tu rke y Point, Fla------- ---------
Palisades No. 1, Consumers, South Haven, M ic h,.............................
Quad C ities No. 1, Com. Ed., Cordova, II I............................................
Quad C ities No. 2, Com. Ed., Cordova, II I............................................
Zion No. 1, Com. Ed., Zion.  I ll ...............................................................
Fort Calhoun No. 1. O.P.P.D., Fort Calhoun, Ne br.............................
Cooper No. 1, N.P.P.D., Brownville , N e b r . . . ....................................
D. C. Cook No. 1, Indiana & Michigan Elec., Bridgman, Mich.........
Prairie Island No. 1, N.S.P., Red Wing, Minn .............................. ..
Point  Beach No. 2. Wisconsin Elec. Pwr., Two Creeks. Wis..............
Kewauanee No. 1, Wisconsin Publ. S e r, Carl ton,  W is.......................
Fort St. Vrain  No. 1. P.S of Colorado, Plattev ille , Colo.....................

657 September 19 71. .. In service.
1, 134 May 1972________ March 1975.

540 September 1970 ... In service.
1,069 March U69 ______ Mav 1973.
1.069 March 1971............ December 1974.
1,098 May 19 71. .. ........... September 1973.

830 .........do .................... May 1974.
930 March 1972______ Do.

1,170 December 1971___ October 1974
800 March 1971............ In service.
800 March 1972 ........... Ap ril  1973.

1,152 October 1970.......... August 1973
1,152 October 1971_____ Apr il 1974.

88b May 1971_______ In service.
885 May 1972............... September 1973.
825 Apr il 1972.............. October 1974.
728 June 1970_______ In service.
728 September 19 71 ... June 1973.
812 March 1970............ In service.
810 ____ do.................. .. Do.
810 March 1971______ Do.

1,050 Apr il 19 72. ............ Summer 1973.
455 May 1971. ............ July  1973.
800 Januarv 1972......... November 1973

1, 100 June 1972 .. .......... October 1973.
593 May 1972_______ Do
524 April  19 71. ........... In service.
527 June 1972.............. October 1973.
330 October 1971.......... August 1973.

24, 283To ta l...............................................................................................
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TABLE V l. -A .— STATUS OF LARGE STEAM ELECTRIC GENERATING UNIT SCHEDULES’  

[Capac ity  in megawatts]

Delayed Ahead of schedule On schedule Total

Number Number Number Number
Period and type Capacity of uni ts Capacity of units  Capacity of uni ts Capacity of units

1972-75:
Fossil.................................. 28,166 49 14,056 25 42,426 68 84,648 142
Nuclear............................... 44,259 50 1,642 2 3,440 4 49,341 56

Subto tal....... .................. 72,425 99 15,698 27 45,866 72 133,989 198

1976-78:
Fossil.................................. 4,478 9 5,195 7 30,906 52 40,579 68
Nuclear..............................  19,408 19 2,947 3 17,300 17 39,655 39

Subto tal.......................... 23,886  28 8,142 10 48,206 69 * 2 80,234 107

Tota l, ............................. 96,311 127 23,840 37 94,072 141 214,223 305

*■

1 Nuclear and foss il steam electric generating uni ts,  300 megawatts and larger, scheduled fo r commerc ial opera tion fo  
years 1972-78.

2 The tota l installed capacity projected for years 1976-78 may be somewhat larger as addi tional firm  commitm ents  are 
made.

TABLE VI -B .-C AU SE S OF DELAY OF LARGE STEAM ELECTRIC GENERATING UNIT S’  

[Capac ity  in megawatts]

Construct ion 
or technical 

problems

Regulatory or 
env ironmental 

problems

Combined 
types of 
problems

Unreported 
pro ble ms 2 Total

Num- Num- Num- Num- Num-
ber of ber of ber of ber of ber of

Capacity units Capacity un its Capacity units Capacity units Capacity units

1972-75:
Fossil..................
Nuclear...............

Subto tal..........
1976-78:

Fossil..................
Nuclear_______

Subto tal..........
To ta l, .............

13,336 22 2, 564 5 . 0 12, 266 22 28,166 49
8,759 11 5,412 6 29, 227 32 861 1 44, 259 50

22,095 33 7,976 11 29, 227 32 13,127 23 72, 425 99

3,080 6 400 1 . 0 998 2 4, 478 9
1,134 1 15,404 15 1,070 1 1,800 2 19, 408 19
4,214 7 15,804 16 1,070 1 2,798 4 23, 886 28

26, 309 40 23, 780 27 30, 297 33 15,925 27 96,311 127

’ Nuclear and fos sil steam elec tric generating uni ts, 300 MW and larger, scheduled fo r commercia l opera tion fo r years 
1972-78.

2 Units f or  which  causes of delay were not repor ted. (Usually delays were fo r rela tive ly sho rt periods of a few months 
or less.)



TABLE VI I.— ESTIMATED TIME DELAYS DUE TO ENVIRONMENTAL MATTERS FOR APPLICATIONS INVOLVING NEW 

HYDROELECTRIC CAPACITY OR IN HEARING FOR WHICH STAFF ENVIRONMENTALSTATEMENTS ARE REQUIRED

Capacity (k ilowa tts )

Pro ject  No. Name o f project
Proposed 

Installe d add itions Applicant

Estimated delays due to 
envi ronmental matters 
and imp lementa tion 
of NEPA

8 2 . . . . ........ .
1 0 8 . . ............

. . .  Mi tch ell___________

. . .  Chippewa Re se rvoi r.. .
72, 500 80, 000 Alabama Power Co........... 8 mo.

Northern  States Power Co- 8 mo.
349________ . . .  Mar tin .................. . 154,000 60, 000 Alabama Power Co_____ 8 mo.
485 .................. . .  Bart letts  Ferr y. ......... 65, 000 100, 000 Georgia Power Co............. 8 mo.
5 5 3 . . ............. . .  High Ross____ ____ 624, 000 169, 000 City  of Seattle , W a s h . .. .  Indefin ite,  applicatio n

pending since Dec. 17, 
1970.

1121................ . .  Battle Creek............... 25, 800 8, 850 Pacific Gas & Electric Co. 18 mo.
1 8 9 4 .. ........... . .  Parr............................. 14, 900 518, 400 South Carol ina Gas &  8 mo.

Electric Co.
2243 /22 73 ... .. . .  High Mountain

Sheep.
1, 290,000 Pacific Northwe st Power Indefin ite,  app lica tion

Co. and Washington pending since Mar. 31,
Public Power Supply 1958. Project has been
System. in hearing and lit iga

tion  since that  time .

2317.......... ......... Blue Ridge_________ __________  1,800,000 Appalachian Power C o .. .  35 mo.
2338____ .........Co rnwal l.............. ......... ..................... 2,000,000 Consolidated Edison C o .. 7 years (plus).
2426......... California Aq ue du ct ... ....................  1, 500,100 State of Cal ifornia Water Indefin ite.

Resources Department 
and city of Los
Angeles.

8 mo.2524......... ........ Sa lina ............................ 260, 000 260,000 Grand River Dam
Authority .

17 mo.2570.......... .........Racin e.. ........................ ....................  40,000 Ohio Power Co...................
2628____ .........Crooked Creek............... ....................  135,000 Alabama Power Co........... 21 mo.
2685 Blenheim -Gilboa____ Power Au thor ity  o f the 

State of New York.
12 mo.

2709.......... .........Dav is............................... ....................  1,000,000 Monongahela Power Co., 11 mo.
the Potomac Edison
Co., and West Penn 
Power Co.

2725.......... .........Rocky Moun tain ............. ____ _____  675,000 Georgia Power Co.............. 8 mo.

Cons truction /technical
delays

2413.................... Wallace............................................... 324,0C0 .do.

2685....................

2426....................

Blenheim-Gilboa...............................

Castaic................................................

1, 000, 000 

1,250, 000

Power Au thor ity  of  the  
State of New York.

City  o f Los Angeles De
partm en t o f Lig ht  and 
Power.

2485.................... Northfield M t.............  250,000 750,000 Northeast Ut ilit ies , In c .. .

Construc tion 1 percent 
complete Jan.  1,1973 . 
Construc tion suspended 
fo r 1 year or  more to 
make best  use of  
ava ilab le fund to meet  
demands in the  imme
dia te future.

4 months delay as resu lt 
of electrical  prob lems.

Appro xim ate ly 1 ye ar ’s 
delay in com pletion  of 
each of 6 un its as re
su lt of  fun din g prob
lems.

Str ikes delayed ea rly  con
struc tion . Acc iden tal 
flooding of powerhouse 
on Apr . 22, 1972, re
quired retu rn of most 
elec trica l equip me nt to 
manufac turers fo r ovn r 
haul . 1 un it now in 
ope ration. Average 
total  delay abo ut 21 
mo. fo r each un it.  A ll 
units expected in 
service by July  1973.

Note: In addition  to the applications noted above, there are 165 other  applications pend ing fo r relicense or in it ia l license
of constructed projects. Each of these will  require  approx imately an addit 
ronmental impact statements pursuant to Order No. 415-C. Actual  delays 
present staff  lim itat ions make it  impossible to ini tia te NEPA work at th

ohal 8 mo. f or  preparat ion and processing envi-  
n most cases wi ll be much greater  however, since 
s tim e on all of the  app lica tions.
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T A B L E V II I. — T R A N S M I S SI O N  LI N E S 2 3 0 K V A N D A B O V E D E L A Y E D F O R E N VI R O N M E N T A L  R E A S O N S O R D I F FI C U L T Y  

I N  O B T A I N I N G  RI G H T O F W A Y

S y st e m: Fr o m, t o

E a st e r n U til it y : S h er m a n  R d. t o W e st F a r n u m .............................................
D el m a r v a  P &  L: K e e n e y 1  t o R e d Li o n.........................................................
P u bli c S er vi c e E & G:

S al e m  t o N e w Fr e e d o m..............................................................................
D o ..............................................................................................................

D e a n s t o Br a n c h b u r g...................................................................................
N e w  Fr e e d o m t o D e a n s..............................................................................
W a l d w i c k  t o S o u t h M a h w a h ......................................................................

C o n. E di s o n :
R a m a p o t o R o c k T a v e r n ..............................................................................
R o c k T a v e r n t o C o o p er s C or n er s .............................................................

D el m ar v a P & L:
R e d Li o n * t o D e e m er' s B e a c h..................................................................
D e e m er ’ s B e a c h 1 t o N e w  J er s e y ( R i v e r Cr o s si n g)............................

V e p c o:
N ort h A n n a t o L a d y s m it h ..........................................................................
Y or kt o w n t o N o rt h e a s t................................................................................
M o u nt St o r m t o M o rri s vill e .......................................................................

D e tr o it E di s o n C o. : M a j e s ti c  t o M o nr o e.........................................................
Ci n n. G & E: T e r m i n a l t o E v e n d al e.................................................................
Mi n n . P &  L: B o s w ell t o Bl a c k b err y...............................................................
II I. P wr.  C o. : B al d w i n t o R o xf or d............................................................ ........
D e tr oit E di s o n: Bl a c kf o ot t o M a j e s ti c .............................................................
I d a h o P o w er C o. : N a u g ht o n t o G o s h e n...........................................................
B P A: M o n r o e t o C u st e r........................................ ..............................................
S a n Di e g o G & E: S a n O n o fr e t o E s c o n di d o..................................................
S al t Ri v e r pr oj e c t: Pi n n a cl e  P e a k t o G ol dfi e l d.................... ........................
L A D e p t. of W & G: N a v aj o t o M c C ull o u g h ...................................................
T u c s o n G & E:

S o ut h ( T u c s o n ) t o W e st w i n g......................................................... ...........
S a n J u a n  t o V ail ..................... ......................................................................

P u bli c S er vi c e E & G: S al e m 1 t o Ri v er  Cr o s si n g ( N e w  J e r s e y )..............

Kil o v olt s

L e n gt h of  
d el a y

( m o n t h s)
E x p e c t e d i n  

s er vi c e d at e

3 4 5 3 5 M a y 1 9 7 3.
5 0 0 2 7 D o.

5 0 0 1 2 D o.
5 0 0 2 1 F e b. 1 9 7 4.
5 0 0 3 6 M a y 1 9 7 5.
5 0 0 2 4 D o.
3 4 5 5 M a y 1 9 7 3.

3 4 5 4 8 J u n e 1 9 7 4.
3 4 5  .............................. U n k n o w n.

5 0 0 2 7 M a y 1 9 7 3.
5 0 0 3 9 M a y 1 9 7 4.

5 0 0 6 M a y 1 9 7 3.
2 3 0/ 5 0 0 1 2 D e c e m b er 1 9 7 4.

5 0 0 1 6 A u g u st 1 9 7 5.
3 4 5 1 1 N o v e m b er 1 9 7 3.
3 4 5 6 A u g u st 1 9 7 3.
2 3 0 5 A p ril 1 9 7 3.
3 4 5 6 J u n e  1 9 7 3.
3 4 5 2 1 S e pt e m b er 1 9 7 4.

2 3 0/ 3 4 5 1 2 J u n e 1 9 7 3.
5 0 0 2 4 O ct o b er 1 9 7 5.
2 3 0 1 0 A u g u st 1 9 7 3.
2 3 0 2 2 M a y 1 9 7 4.
5 0 0 4 A p ril  1 9 7 4.

3 4 5 5 0 A u g u st 1 9 7 4.
3 4 5 4 6 A p ril 1 9 7 4.
5 0 0 2 8 J u n e 1 9 7 3.

1 1 of 4 s e g m e nt s  c o n stit uti n g K e e n e y- S al e m  5 0 0 - k V  tr a n s mi s si o n  li n e.

U. S. F e d e r a l  Po w e r  C o m mi s si o n

N a ti o n -wi d e  Fu e l  Em e r g e n c y — D o c k e t  No . R M- 7 4- 7 — Or d e r  No . 4 96

E M E R G E N C Y  A C TI O N S  F O R  C O N S E R V A TI O N  O F  P E T R O L E U M  A N D  N A T U R A L  G A S  F U E L  
R E S O U R C E S B Y  E L E C T RI C  U TI LI TI E S  

(Iss u e d N o v e m b er 2 9, 1 9 7 3)

B ef or e C o m missi o n ers: J o h n N. N assi k as, C h a ir m a n; Al b ert B. Br o o k e, Jr.,
R us h M oo d y, Jr., a n d Willi a m L. S pri n g er.

C urr e nt c o n diti o ns i n v ol vi n g p etr ol e u m a n d n at u r al g as a v ail a bilit y or t h e
m e a ns of distri b uti o n t h er e of t o all us ers d e m a n d t h e i m m e di at e i m pl e m e nt ati o n 
of all p ossi bl e m e as ur es f or f u el c o ns er v ati o n. T h e r e g ul at or y a ut h o rit y a n d 
p olic y g ui d a n c e of t his C o m missi o n, s t at e p u bli c s er vi c e c o m missi o ns, g o v er n ors 
a n d ot h er F e d er al, st at e or l o cal offi ci als s h o ul d b e i n v o k e d :

( 1) T o a c hi e v e all p ossi ble s a vi n gs b y el e ctri c utiliti es i n t h ei r i nt er n al c o n
s u m pti o n of el e ctri c p o w er a n d e n er g y.

( 2) T o a c hi e v e all p ossi ble s a vi n gs b y el e ctri c utiliti es i n t h eir c o ns u m pti o n 
of p etr ol e u m a n d n at ur al g as f or t h e g e n er ati o n of el e ctri c p o w er a n d e n er gy 
f or r es al e t o ot h er utiliti es, or ulti m at e c o ns u m pti o n b y r esi d e nti al, c o m m er ci al, 
i n d ust ri al, tr a ns p ort ati o n or ot h er us ers.

( 3) T o a c hi e v e all p ossi ble r e d u cti o ns b y ulti m at e c o ns u m ers i n t h e us e of 
el e ctri c p o w er a n d e n er g y f or r esi d e n ti al, c o m m er ci al, i n d ust ri al, tr a ns p ort ati o n 
or ot h er us es c o nsist e nt wit h h u m a n h e alt h, s af et y a n d p u bli c w elf ar e n e e ds.

T h e d efi niti v e a m o u nt of s a vi n gs i n t h e c o ns u m pti o n of p etr ol e u m a n d n at ur al 
g as r es o ur c es b y el e ctri c utiliti es fr o m t h es e m e as ur es c a n n ot b e q u a ntit ati v el y 
st at e d fr o m a v ail a bl e d at a. T h e C o m missi o n’s st aff h as pr eli mi n aril y esti m at e d 
t h a t el e ctri c u tilit y e n er g y o ut p ut c o ul d b e r e d u c e d b y t w o billi o n kil o w att h o urs 
p er w e e k wit hi n fi ve d a ys t hr o u g h i m m e di at e e n er g y c o ns er v ati o n m e as ur es. 
T h e C o m missi o n d esir es t o s e c ur e a d diti o n al r el e v a nt i nf or m ati o n. T h e C o m-



mission is, therefore, directing all Class A and B electric utilit ies 1 to file with 
the Commission within 15 days from the date  hereof, a completed Emergency 
Report Form, Appendix I, as annexed hereto, detai ling:  (1) the util ity’s estimate 
of savings in energy generated by interna l combustion engines and combustion 
turbines and est imated tota l energy savings when re lated to total kilowatt  hours 
generated from all electric generating sources and measured by targeted  reduced 
electric energy consumption, and savings, in petroleum and natu ral gas by 
reason of reduced uses of those fuels and (2) the procedures by which the re
porting utilitie s will implement energy conservation measures through (a)  in
ternal managerial controls and direction (b) through public appeals or requested 
state regulatory actions for ordered reduced consumption of electric power and 
energy by ultimate consumers. To minimize inequities among all of the Nation’s 
electric utilitie s and thei r ultimate consumers served, the Commission requests 
that each reporting electric utility  target for its respective utility system, an 
overall Nation-wide electric energy reduction of 10 percent, such reduction to 
be employed in programming and completing the annexed Emergency Report 
Form.

The Commission recognizes that,  notwithstanding  a targeted overall Nation
wide electric energy reduction of 10 percent, differences do exist in utility oper
ations and system fuel availabi lity, whether upon an individual operating 
system, power pool or regional bases. The consequences are tha t for some uti l
ities, energy conservation measures and electric contingency planning pro
cedures should reflect the possibility of power and energy reduction of greater 
than  10 percent, e.g., 15, 20, or 25 percent. In developing energy emergency 
conservation measures under  the Emergency Report Form, each reporting util 
ity should develop its electric conservation contingency planning procedures 
based upon its respective estimate of fuel availability through various stages 
of short-fall  up to the most adverse conditions currently foreseeable by the 
utility. The General Inst ruction to the Emergency Report Form provides fur
ther  guidance in this respect.

The Federal Power Commission is partic iapting in the work of Federal gov
ernmental authorities  charged with allocation responsibilities over petroleum 
supplies for electric utili ty usage, among others. The Commission recognizes 
tha t in certain circumstances, and the unavailability of a lternate fuels, a prior
ity n ature must be accorded electric utility  fuel requirements, particularly resid
ual oils.

It  is this Commission’s intent ion to make these data available to the Pres i
dent, to the Congress and to all governors and state  public service commissions. 
Where possible, under the emergency action authority  of this Commission and 
pursuant  to the day-to-day bulk power supply regulatory authority of this 
Commission,2 the Commission will authorize and recognize reduced electric 
power consumption and the reduced use of petroleum and natu ral gas for 
electric power generation as necessary and appropriate  regulatory object ives; 
however, it must be noted tha t this Commission does not have the regulatory 
autho rity to ration electric power among ultimate consumers.’ To the extent 
tha t electric utility  service could be rationed under existing legal authority, 
it would have to be accomplished under authority of the Defense Production 
Act, as amended, 50 U.S.C. App. 2071(a), or state regulatory laws? The Com
mission takes note of the Emergency Petroleum Allocation Act of 1973,

1 Inv es to r owned , pub licly owned. Inc lud ing  Fe de ral public ly owned and coope rat ive ly 
owne d ele ctr ic sys tem s havin g an nu al  ele ctr ic uti li ty  op erat ing rev enu es of $1,000,000  or 
more annu all y.  The se sys tem s to ta l over 1,000 ut ili tie s and own or op erate over 95 pe r
cent of the elec tri c ut il ity ge ne ra tin g capacity with in  the Na tion. At tach ed  Appendix A 
li st s the vario us  ut ili tie s,  to  wh ich  th is ord er is spec ifica lly dir ected. Tha t comp ila tion 
reflect s Class A and B inve stor  owned ele ctr ic ut il it ie s whi ch ar e spec ifica lly subjec t to 
al l Fe de ral Pow er Act regu la to ry  provis ions, inclu din g the Sys tem  of Accoun ts, as  well 
as  othe r ut ili tie s, investo r owned, pub licly owned and coopera tively  owned sys tem s, 
which  hav e op erat ing  rev enues of $1,000,000 an nu al ly  and ar e sub jec t to  th e Commis
sio n’s r ep or tin g a ut ho ri ty  un de r the Federal  P ow er Act.

2 See Sec tion s 10, 19, 20, 202, 205, 206 and 207 of the Fe de ra l Powe r Act, 16 U.S.C. 803, 
812, 813, 824a,  824d, 824e an d 824f .

s Orde r No. 445, 47 FPC 75, 76 (1972) .
‘ By le tt er  of th is  Com mission’s Chairma n da ted Sep tem ber  28, 1973, all  of the va rio us  

st at e regu latory  agencie s we re furn ish ed  wi th  an  FPC sta ff summ ari za tio n of st a te  
respon ses  to an  FPC na tio na l qu es tio nn aire  cover ing  st at e and Fe de ral reg ula tor y au th or
it y  in  emergency circums tan ces.



P.L. 93-159, 87 Stat. 627, and the fact  tha t a number of legislative proposals for  fuel allocations and p riorit ies are now pending, e.g., S. 2589 as passed by the Senate, H.R. 11031, H.R. 11202 and H.R. 11450, 93d Congress, 1st Sess.In the circumstances, the Commission believes tha t a number of constructive actions can be implemented coordinately by the Nation’s electric utilit ies and governmental regulatory authorit ies. Available data  indicate tha t fuel shortage conditions associated with electric util ity uses of petroleum and natu ral gas may be expected to impact unevenly, economically and geographically, reflecting the fact tha t coastal region electric u tilit ies are now the larger  users of petroleum resources for boiler fuel purposes and tha t electric utiliti es in the southwest and south-centra l regions of the Nation are large users of na tura l gas for boiler fuel purposes. Questions of regional uses of fuels and resulting impacts, including fuel physical availability and replacement fuel costs, are among the questions thus presented. To ameliorate and temper the consequential dispariti es among all regions of the United States, this order requests the Nation’s electric utilities to seek to reduce non-essential uses of electrical power and energy uniformly across all such system s; and to maximize the use of coal and nuclear fuel electric generating capacity and hydro-electric generating capacity nationally, with the scheduling of inter-system and interregional power trans fers to the maximum possible extent consisten t with reliability and continuity of service considerat ions; to do so through established power pools, the nine electric reliability  councils and the National Electr ic Reliability Council and in cooperation with representatives of the Federa l Power Commission (Chief, of the Bureau of Power) and state  public service commission staff personnel, particularly those who partic ipate in the work of reliabili ty councils under this Commission’s adequacy and reliability program pursu ant to Order Nos. 383, 383-1, 383-2 and 383-3, issued June 25, 1969, 41 FPC 846 ( 34 F.R. 11200), issued Jan uary 13, 1970, 43 FPC 37 (35 F.R. 3240), issued April 10, 1970, 43 FPC 515 (35F.R. 6121), issued March 15, 1973, — FPC ----, (38 F.R. 7455), respectively.Subject to statu tory  standards of the Federal Power Act, 16 U.S.C. 791(a) et seq., the Federal Power Commission proposes to recognize increased or changed costs and conditions resulting from these conservation measures and inte rsystem and inter-regional trans fers of electric power and energy for interstate  ratemaking purposes. The Federal Power Commission requests sta te regulatory agencies to give similar recognition for  intra -sta te ratemaking purposes.The Commission does not view these requested actions as permanent  long-term or in substi tution for increased supplies of electric power and energy generated from non-petroleum and non-natura l gas fuels. They are temporary expedients to meet cu rrent  na tional fuel and energy conditions. Current  staff estimates look to an ensuing 12-month period, recognizing the need for fur the r review from time-to-time as  conditions warran t. However, it must be noted tha t the Federal Power Commission’s stated  policy under the Natural Gas Act, 15 U.S.C. 717(a) et seq., is to discourage the use of natura l gas for boiler fuel purposes, including electric generation by means of natura l gas.
This Commission will undertake all cooperative actions with stat e regulatory agencies which the lat ter may request under  Section 209 of the Federa l Power Act, 16 U.S.C. 824th, to meet emergency conditions. In short, the Commission will confer with any state  commission, make available to the sta te commissions assistance and information and avail itsel f of the cooperation of state  agencies. As a par t of such cooperative procedure work, th is Commission will, from time- to-time, recommend fur ther national guidelines for stat e consideration and use in petroleum and natu ral gas conservation by electric utilities , based upon the Emergency Report Form da ta as prescribed herein, other data and this Commission's administra tive expertise. The Commission requests each sta te public service commission or governor in the state s which have no public service commissions, to designate a representative of tha t agency or state, who will be available to work with this Commission’s staff on a continuous basis to coordinate the implementation of all possible Federal  and sta te regulatory  authority so as to achieve targeted reductions in the use of elect ric power and energy ; and to advise this Commission’s Secretary within  15 days hereafte r, a s to the ident ity of such persons. This Commision staff  work will be coordinated by the Commission’s Chief, Bureau of Power, T. A. Phillips.

By Order No. 445, issued January 11, 1972, this Commission issued its State ment of Policy with Respect to Actions For Minimizing the Consequences of Bulk Power Supply Inter ruptions or Shortages and Public Disclosure, 47 FPC 75 (37 F.R. 780). The general contingency planning procedures of electric utilitie s



thr ougho ut the  Nation , pu rsua nt  to th at  order, hav e been summ arize d by thi s 
Commission’s sta ff and  made ava ilab le to st at e regula tory bodies. Add itional 
contingency planning procedures of elec tric util itie s, wi th respect to possible 
int err up tions in fuel  supply were under taken in Janu ary 1973, thro ugh  Commis
sion sta ff and the  var ious electr ic reli abi lity  councils. These procedures have 
been summ arize d by the  Commiss ion’s sta ff and made ava ilable  to the  var ious 
stat e regula tory  commissions in  a staff ana lysis .by l et te r of thi s Commission’s 
Chairm an dated September  28, 1973. The  Emergency Report Form  prescribed 
herein will  supplemen t these pr io r submissions, wi th specific steps which the  
ut ili tie s now propose to effect imm edia te redu ctions in  elec tric  uti lit y usage. 
By Order  No. 495, issued November 13, 1973, 38 F.R. 31963, the Commission 
prom ulgated  its  Sta tem ent  of Policy on Measures to Implement Conserva tion of 
Natural  Resources, — FPC ----- .

The  Commission furthe r finds :
(1) I t is necessary  a nd  a pprop ria te in the  public inte res t and  f or  the  purposes 

of the  Feder al Pow er Act, 16 U.S.C. 7 91(a) et seq., pa rti cu larly  Sections 10, 19, 
20, 202, 205, 206, 207, 304, 309 and  311 the reo f (41 S ta t 1068-1070, 41 Sta t. 
1073-1074, 49 Stat. 848-849, 851-856, 858-859, 67 Sta t. 461; 16 U.S.C. 803, 812, 813, 
824a, 824d, 824e, 824f, 825c, 825h, 825j) to pre scr ibe  th e Emergency Rep ort Form 
and  to d irect as  hereinafte r orde red.

(2) The re is good ca use un der circums tanc es set  forth  in the  rec ita ls to make  
the  prov isions of thi s ord er effective  immedia tely and  withou t the  prior notice  
and  public  procedure prov ision s of Section 553 o f Sub chapter  II  of Tit le 5 o f the  
Uni ted Sta tes Code, which  pr io r notice and  publ ic procedure provisions  are  im
pra ctical  and  con trary to the publ ic inter es t in thi s instance .

The  Commission orders:
(A) The re is hereby pre scr ibed an Emergency Rep ort Form, as designated in 

Appendix I  at tached  hereto .
(B) Each  Class A and B elec tric  uti lity , as generally  defined in the  Commis

sion’s Uniform System of Accounts, 18 CFR Par t 101, General Ins tructions  I.A., 
and  as specifically ident ified  on Appendix A, shal l complete a nd  file the  Emergency  
Repor t Form  with  the  Commiss ion w ith in 15 days of the  da te hereof.

(C) Each  Class A and  B electri c util ity , as ref erred to above, sha ll advise the  
Commission  wi thin 15 days here of the  specific steps which it  has  under taken 
to effect immediate  reductions  in the  consumption of elec tric  power and  energy 
int ern ally to the  uti lity, oth er uti lit ies  or ult imate  consumers  serve d by it, and  
imm edia te reduction s in  t he  consumption of pe troleum and  na tu ra l g as used  by it  
fo r elec tric  gene ration purposes.

(D) The Commission, in its  continuing review of thi s general sub ject  ma tte r, 
will  tak e such fu tu re  act ion s as may be appropriate. Among oth er things, the  
Commission sta ff will prepare  and report  month ly, a publ ished  ana lysis of the  
res ult s of the energy  reduct ion  actio ns by u til ities  and thei r customers by reason 
of th is order , such ana lyses to  be based  upon monthly reporte d da ta  as set fo rth  
in FPC Form Nos. 4, Monthly Power Plan t Report, and  12 E, Monthly Power 
Statement,  and  the  Emergency Report Form.

(E) This order  shal l take  effect  immediately upon  issuance thereof.
(F ) The Secretary  sha ll cause prompt publica tion  o f thi s ord er in the  Fed era l 

Register .
By th e Commission.

[Seal. ]
K e n n e t h  F. P lu m b , Secre tary.

L is t  of  E le ct ri c U t il it y  S y stem s  H av in g  A n n u a l  E le ctr ic  Ope rati ng  
R ev en u es  in  E xces s of $1,000,000

in vest or  ow ne d el ec tr ic  u t il it ie s
Alabama
Alabama Powe r Co.
Sou thern Electr ic Gene rating Co.
Alaska
Alaska Electric Lig ht & Po wer Co.
Arizona
Arizona Public  Service Co.
Citizens Uti litie s Co.
Tucson Gas & Elect ric Co.

26-72 5—74------ 17
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Arkansas
Arkansas-Missouri Power Co.
Arkansas Power & Light Co.
Arklahoma Corp., the 
California
Pacific Gas & Electric Co.
San Diego Gas & Electric Co. *
Southern California Edison Co.
Colorado
Home Light & Power Co. tPublic Service Co. of Colorado.
Western Colorado Power Co., the 
Connecticut
Connecticut Light & Power Co., the 
Connecticut Yankee Atomic Power Co.
Har tford Elec tric Light, Co., the.
Millstone Point  Co., the.
United Illuminating Co., the.
Delaware
Delmarva Power & Light Co.
District  of Columbia 
Potomac Electric Power Co.
Florida
Florida  Power Corp.
Florida Power & Light Co.
Florida  Public Utilit ies Co.
Gulf Power Co.
Tampa Electric Co.
Georgia
Georgia Power Co.
Savannah Electric & Power Co.
Hawaii
Hawaiian Electric Co., Inc.
Hilo Electric Light Co., Ltd.
Maui Electr ic Co., Ltd.
Idaho
Idaho Power Co.
TZUnota
Control Illinois Light Co. *
Central Illinois Public Service Co.
Commonwealth Edison Co.
Electric Energy, Inc.
Illinois Power Co.
Mt. Carmel Public Utility Co.
Sherr ard Power System.
South Beloit Water, Gas. & Electric Co.
Indiana
Alcoa Generating Corp.
Commonwealth Edison Co. of Indiana, Inc.
Indiana-Kentucky Electric Corp.
Indian a & Michigan Electric Co.
Indianapolis Power & Light Co.
Northern Indiana Public Service Co.
Public Service Co. of Indiana, Inc.
Southern Indiana Gas & Electric Co.
Ioica
Int ers tate Power Co.
Iowa Electric Light & Power Co.
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Iowa-Ill inois Gas & Elect ric  Co.
Iowa  Power & Light  Co.
Iowa  Pub lic Service Co.
Iowa Southern U tili ties  Co.
Kansas
Cen tral  Kansas Power Co., Inc.
Centra l Telephone & Ut ilit ies  Corp. 
Kansas Gas & Electr ic Co.
Kansas Pow er & Light  Co., the.
Kentu cky
Kentucky Pow er Co.
Kentucky Uti litie s Co.
Louisv ille Gas & Electric  Co.
Union Light, He at & Power Co., Inc. 
Louisiana
Cen tral  Louisia na Ele ctri c Co., Inc .
Gulf Sta tes Uti litie s Co.
Louisian a Power  & Light  Co.
New Orleans Public  Services  Inc.
Maine
Bangor Hydro-Electri c Co.
Cen tral  Maine Power Co.
Maine Elec tric Power Co., Inc.
Maine  Public Service Co.
Rumford  Falls Power Co.
Maryland
Balt imore Gas & Ele ctr ic Co.
Conowingo Powe r Co.
Delm arva  Power  & Light  Co. of M aryland. 
Potomac Edison Co., the .
Susq uehanna Elec tric  Co., the. 
Susquehanna Power Co., the. 
Massachusett s 
Boston Edison Co.
Boston Gas Co.
Brockton Edison Co.
Cambridge E lectric  Light Co.
Canal Electric Co.
Fa ll River E lect ric Lig ht Co.
Fitchb urg  Gas & Elec tric  Light Co. 
Holyoke Power  & Ele ctr ic Co.
Holyoke Wa ter  Pow er Co.
Massach uset ts Ele ctr ic Co.
Montaup Elec tric  Co.
Nantucket Gas & Elect ric  Co.
New Bedford Gas & Edison  Light Co.
New England Power  Co.
Western M assachusett s E lect ric Co. 
Yankee Atomic E lec tric  Co.
Michigan
Alpena  Power Co.
Consumers Power Co.
De tro it Edison Co., the.
Edison Sau lt E lect ric Co.
Michigan Power Co.
Upper Peninsula Gen era ting  Co.
Upper Pen insu la Pow er Co.
Minnesota
Minnesota P ower & Light Co.
Northe rn Sta tes  Power Co.
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Miss issippi 
Mississ ippi Pow er Co.
Mississ ippi P ower & Light Co.
Missouri
Empire  Distr ict  Electr ic Co., the.
Kansa s City  Power  & Ligh t Co.
Missouri Edison Co.
Missouri Po wer  & Light Co.
Missouri Publ ic Service  Co.
Missouri Ut ilit ies  Co.
S t Joseph L ight & Pow er Co.
Union Electric Co.
Montana
Montana Pow er Co., the.
Nevada
Nevada Power Co.
Sie rra Pacific P owe r Co.
New Ham pshire 
Concord E lectric  Co.
Connecticut Valley Electr ic Co., Inc. 
Exete r & Ham pton Elect ric Co.
Gra nite Sta te Ele ctr ic Co.
Pub lic Service Co. of New Ham pshi re. 
New Jersey
Atlant ic Ci ty E lectric  Co.
Jerse y C entr al Powe r & Light Co.
Public Service E lectric  & Gas Co. 
Rock land E lec tric  Co.
New Mexico
New Mexico Elect ric  Service Co.
Public Service Co. of New Mexico.
New  York
Central H udso n Gas & Electric  Corp. 
Conso lidate Edison Co. of New York, Inc . 
Long I sla nd  Light ing Co.
Long Saul t, Inc.
New York State  Elec tric  & Gas Corp. 
Niagara Mohawk Power Corp.
Orange & Rockland Utilities, Inc. 
Rochester Gas & Elect ric Corp.
Nor th Carolina
Carolina Power  & Lig ht Co.
Duke  Power Co.
Na nta hal a P ower & Light  Co.
Yadkin , Inc.
North  Dakota
Montana-Dak ota Uti liti es Co.
Ot ter  Tail  Power  Co.
OTWo
Cinc inna ti Gas & Elect ric Co., the. 
Cleveland E lectric  Il lum ina ting Co., the.  
Columbus & Southern Ohio E lectric  Co. 
Day ton Powe r & Lig ht Co., the.
Ohio Edison Co.
Ohio Power Co.
Ohio Valley Ele ctr ic Corp.
Toledo Edison Co., the.
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Oklahoma
Oklahoma Gas & Electric Co.
Public Service Co. of Oklahoma.
Oregon
California-Pacific Utilities Co.
Pacific Power & Light Co.
Portl and General Electric Co. 
Pennsylvania
Citizens’ Electric Co.
Duquesne Light Co.
Hershey Electr ic Co.
Metropolitan Edison Co.
Pennsylvania Electric Co.
Pennsylvania Power Co.
Pennsylvania Power & Light Co. 
Philadelphia  E lectric Co.
Philadelphia Electric Power  Co.
Potomac Edison Co. of Pennsylvania,  the. 
Safe Harbor Water Power Corp.
UGI Corp.
West Penn  Power Co.
Rhode Island
Blackstone Valley Elec tric Co. 
Narraganset t E lectric Co., the.
Newport Electr ic Corp.
South Carolina
Lockhart Power Co.
South Carolina Electric & Gas Co.
South Dakota
Black Hills  Power & Light  Co. 
Northwestern Public Service Co. 
Tennessee
Kingsport Power Co.
Tapoco, Inc.
Texas
Central Power & Light Co.
Community Public Service Co.
Dallas Power & Light Co.
El Paso Electric Co.
Houston Lighting & Power Co. 
Southwestern Electric Power Co. 
Southwestern Elect ric Service Co. 
Southwestern Public Service Co.
Texas Elec tric Service Co.
Texas Power & Light Co.
West Texas Utilities  Co.
Utah
Utah Power & Light Co.
Vermont
Central Vermont Public Service Corp. 
Green Mountain Power Corp.
Vermont Electric Power Co., Inc.
Vermont Yankee Nuclear Power Corp. 
Virginia
Delmarva Power & Light Co. of Virginia. 
Old Dominion Power Co.
Potomac Edison Co. of Virginia, the. 
Virginia Electric & Power Co.
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Washington
Puget Sound Power & Light Co.
Washington W ater  Power Co., the.
West Virginia
Appalachian Power Co.
Monongahela Power Co.
West Virginia
Potomac Edison Co. of West Virginia, the Wheeling Electric Co.
Wisconsin
Consolidated Wa ter Power Co. r
Lake Superior Distric t Power Co.
Madison Gas and Electr ic Co.
Northern S tates Power Co.
Northwestern Wisconsin Electric Co.
Superior Water, Light and Power Co.
Wisconsin Electric Power Co.
Wisconsin Michigan Power Co.
Wisconsin Power and Light Co.
Wisconsin Public Service Corp.
Wisconsin River  Power Co.
Wyoming
Cheyenne Light, Fuel & Power Co.

PU BL IC LY  OWN ED ELECTRIC UTIL IT IE S IN CL UD IN G FEDERAL  PROJECTS

Alabama
Athens Electric Department, city of 
Bessemer E lectric Service
Cullman, Electric Department of the Utilities Board, city of 
Decatur, Electric Department, city of 
Florence, Electricity Department, city of 
Foley. The Utilities  Board of the city of 
Huntsville, E lectric  System, city of.
Scottsboro, Elec tric Power Board, the city of 
Sheffield, Power  Department 
Allatoona Dam and  Reservoir Projec t1 
Buford Dam and  Reservoir1 
Jim Woodruff Lock and Dam 1 
Millers Ferry  Lock and Dam1 
Walter F. George Lock and Dam 1 
Alaska
Anchorage, Municipal Light & Power, city of 
Fairbanks, Municipal Utilities System, city of 
Ketchikan Public Utilities, city of 
Alaska Power Adminis tration—Eklutna project.1 
Arizona
Arizona Power Authority.
Mesa, city of
Pinal County, Electrical  District No. 2.
Salt River Project.
Arkansas  
Conway Corp.
Jonesboro, City Wa ter & Light plant  of.
Osceola Municipal Light & Power Plant.
Paragould, Light Plant Commission.
West Memphis Utility Commission.
Beaver La ke 1

Bull Shoals L ak e1 
Dardanelle  Lock & Dam 1 
Greers Ferry  La ke 1 
Table Rock La ke 1

Federal  project.
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Califo rnia
Alameda, Bureau of Ele ctri city , Dep artm ent  of Public Uti litie s, city of. 
Anaheim, city of.
Azusa, Munic ipal Ligh t & Pow er Dep artm ent,  ci ty of.
Burbank,  Public Service Depar tment , city of.
Colton, city of.
Glendale,  city of.

» Imper ial  Ir rig ation  Dis tric t.
Lompoc, city of.
Nevada Irr iga tio n Dis tric t.
Los Angeles, Departm ent of W ate r and Power, Pow er System, city of.
Merced Irr iga tio n Dis tric t.
Modesto I rriga tio n D istr ict.
Orovi lle-Wyandotte Irr igat ion District.
Palo  Alto, city of.
Pasade na,  W ater & Pow er Depa rtment , city of.
Pla cer  County Wa ter Agency.
Redd ing Elec tric Utili ty, city of.
Riverside , city of.
Roseville , city of.
Sacramento  Municipal U tilit y Distr ict .
San Francisco , city and county of, Publ ic Uti liti es Commission  Hetch Hetchy 

Wate r Supply & Pow er P roject .
Santa  C lara  Municipa l E lec tric  Department,  city of.
Turlock  Irr iga tio n Dis tric t.
Ukiah , Public Service Depa rtment , ci ty of.
Vernon, Lig ht and Power D epa rtment , city of.
Yuba County Wate r Agency.
Centra l Valley Pro ject .1 
Colorado
Colorado Springs, Dep artm ent  of Public Utili ties,  c ity of.
Fo rt Collins Ligh t and Pow er Departm ent.
Lam ar, Uti litie s Board, city of.
Longmont , city of.
Connecticut
Groton, Departm ent of Utilit ies,  the  city of.
Norwich, Departm ent of Public  Ut iliti es, city of.
South  Norw alk Elec tric  Works.
Wal lingford, Elec tric  Division, Depar tment  of Public Util ities .
Delaware 
Dover, the city of.
Milford, city of.
Florida

* Bartow, city  of.
Fo rt Pie rce  Util ities  Authori ty.
Gainesville, city of.
Homestead, city of.
Jacksonv ille, elect ric autho rity .
Key Wes t, U tility Board of the ci ty of.
Lake W orth , city of.
Lake land , Depar tment of Elect ric  & W ater Utili ties,  c ity of.
Leesburg, city of.
New Smyrna Beach Uti litie s Commission, city of.
Ocala, city of.
Orlando Uti liti es Commission.
Quincy, city  of.
St. Cloud Publ ic Utili ties, city of.
Sebring Uti liti es Commission.
Tall ahassee , city of.
Vero Beach, city of.
Oeorffia
Albany, Water,  Gas and Lig ht Commission, city of.
Crisp County Powe r Commission.

1 Federal project.
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Douglas, city of.
Fitzgerald Water, Light and Bond Commission.
Griffin Light, Water and Sewage Department, city of. 
Marietta, Board of Lights and Water Works, city of. 
Thomasville, Water and Light Department, city of.
Clark Hill Lake.1
Hartwell Lake.1
Southeastern Power Administration.1 
Idaho
Idaho Falls, Electric Light Division, city of.
Columbia Basin Project.1 
Hungry Horse Project. 1 
Illinois
Batavia, city of.
Geneva, city of.
Jacksonville, city of.
Princeton Municipal Utilities.
Rantoul, village  of.
Rochelle, Electric Light System, city of.
Rock Falls Municipal Electric Department, city of. 
Springfield, Water, Light and Power Department, city of. 
St. Charles, city of.
Winnetka, village of.
Indiana
Anderson, Municipal Light & Power.
Auburn Electric and  Water  Department.
Bluffton Utilities.
Crawfordsville Electric Light and Power Utili ty.
For t Wayne, City Light and Power Works.
Frankfort , City Light and Power Plan t.
Jasper  Municipal Electric Utility.
Lebanon Electric  Utility, city of.
Logansport Municipal Electric Department.
Mishawaka Municipal Utilities.
Peru  Electr ic Light and Power Department, city of. 
Richmond Power and Light.
Tell City, Elec tric Department.
Tipton Municipal Light Co.
Washington, City Light & Power.
Iowa
Ames, city of.
Atlantic Wa ter Works & Electric Plant.
Cedar Falls, city of.
Muscatine, Board of Wate r and Light Trustees, city of. 
Pella Municipal Power & Light.
Spencer Municipal Utilities.
Waverly, city of.
Webster City Municipal Light & Power.
Kansas
Coffeyville Municipal Light & Power.
Garden City, city of.
Kansas City, Board of Public Utiliti es of. 
McPherson-Board of Public Utilities, city of.
Ottawa, Water and Light Department, city  of.
Kentucky
Bowling Green, Electric Pla nt Board of the  city of. 
Franklin E lectric  Plan t Board, city of.
Glasgow, Electr ic Plant Board, city of.
Henderson Municipal Power & Light.
Hopkinsville, Electric Plant  Board, city of.
Mayfield Electric and Water Systems.
Murray, Elec tric Plant Board of.
Owensboro Municipal Utilities.
Paducah, The Electr ic Plan t Board of the  city of.

1 Fede ral projec t
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Louisiana
LaFaye tte  Ut iliti es System, city  of.
Sabine River A uthority.
Monroe U tilit ies Commission, city  of.
Maine
Houlton W ate r Co.

* Mary land
Easto n U tilit ies Commission, the.
Hagerstown  Municipal Ele ctr ic L ight  Pla nt.  
Massachusett s
Belmont Municipal Li ght  Depart me nt 
Brain tree Electr ic L igh t De partm en t 
Chicopee Electric Light  Depar tment, c ity of.
Concord Municipal Ligh t P lan t.
Danvers  Elect ric Dep artm ent , tow n of.
Hingham Municipal L igh ting  Plant .
Holden-Munic ipal Lig ht Department.
Holyoke, Gas & Electr ic D epartment,  city  of.
Hudson, Light  and P ower D epar tmen t, town of.
Ipswich M unicipal L igh t D epar tmen t, town of. 
Lit tleton, Electri c L ight D epar tmen t, town of. 
Mansfield M unicipal L igh t D epar tmen t, tow n of. 
Marblehead Munic ipal Lig ht De partm ent 
Middleborough Gas and Ele ctr ic D epar tmen t.
Nor th A ttleborough, Ele ctr ic De partm ent 
Peabody Municipal L igh t P la n t 
Reading, Munic ipal L igh t Departmen t, town of. 
Shrewsbury Municipal Ligh t D epart me nt town of. 
South  Hadley, Ele ctr ic L igh t Depar tmen t, town of. 
Taunton, Municipal Light ing  Commission of the c ity of. 
Wakefield  Municipal Lig ht Depa rtment.
Wellesley, Municipal L igh ting Pl ant , town of.
Westfield, Gas & Elect ric Lig ht Department,  city  of. 
Michigan
Bay City, Electr ic L igh t & Power.
Coldwater, Board of  Pub lic Utili ties,  ci ty of.
Detroit . Public Lighting Commission, c ity of.
Grand Haven, Board of Ligh t and Power, ci ty of. 
Hillsdale,  Board of Public  Works, city  of.
Holland, B oard  of Public Works , city of.
Lansing, Board of W ate r and Light, c ity of.
Marquette , Board  of L igh t an d Power, city  of.
Marshal l City, Wate r and Ele ctri c Works.

* Niles, Board of Public W orks, city of.
Petoskey, ci ty of.
South Haven, B oard of P ubl ic U tilities, city of.
Sturgis, city of.
Traverse City, L ight  and P ower Departmen t, c ity of. 

Minnesota
Alexandria  Boa rd of  Publ ic Works.
Anoka, ci ty of.
Aus tin Utili ties.
Fai rmo nt, Public U tili ties Commission, city  of.
Hibbing Public U tili ties  Commission.
Hutchinson Municipal Ele ctr ic Plant.
Marshal l Municipa l Utilit ies.
Moorhead Pub lic Service Depar tmen t.
New Ulm, Publ ic Utili ties Commission.
Owatonna, Municipal Publ ic U tilities, city of. 
Rochester, Dep artm ent  of Pu blic Util ities , city of. 
Virginia, Dep artm ent  of Pu blic  Utili ties, city of. 
Willmar, Municipal U tili ties Commission, city of.



Mississippi
Columbus, Light & Water Department, city of.
Greenwood Utilities, city of.
Holly Springs Electric Department, city of.
New Albany Electric Department.
Oxford, Electric Department, city  of.
Starkville Electric Department.
Yazoo City, Public Service Commission of.
Blakely Mountain Dam—Lake Ouachita.1 
DeGray Dam and Power Plant.1 
Missouri
Carthage  Water & Electric Plan t.
Chillicothe Municipal Utilities.
Columbia Water  and Light Department.
Fulton. Board of Public Works, city of.
Hannibal. Board of Public Works, city of.
Independence, Power and Light Department, city of.Kennet t Board of Public Works.
Kirkwood, city of.
Marshall Municipal Utilities.
Poplar Bluff, Light and Water—Sewer Department, city of. Rolla Municipal Utilities.
Sikeston, Board of Municipal Uti lities, city of.
Springfield, city utilities of.
Montana
Flathead Irrigation Project.1
Pick Sloan Missouri Basin Program Integ rated  Power System. 
Nebraska
Beatrice. Board of Public Works, city of.
Cornhusker Public Power Distric t.
Central Nebraska Public Power and Irrig ation Distric t, the. Nebraska Public Power District.
Cuming County Public Power District.
Custer Public Power Dist rict.
Dawson County Public Power District .
Elkhorn Rural Public Power District.
Fremont. Department of Utilities, city of.
Grand Island, Municipal Light System, city of.Hastings  Utilities.
Lincoln. Electr ic System, city of.
Loup River Public Power District.
North Pla tte, Municipal Light & Power.
Omaha Public Power District.
Southwest Public Power District.
Southern Nebraska Rural Public Power District .
Wheatbelt Public Power District.
York County Rural  Public Power Distr ict.
Big Bend Dam and Reservoir Project.1 
Fort Peck Dam and Reservoir Pro ject.1 
Fort Randal l Dam and Reservoir Project .1 
Garrison Dam and Reservoir Project.1 
Gavins Point Dam and Reservoir P roject .1 
Oahe Dam and Reservoir Project.1 
Nevada
Boulder Canyon Project.1 
Parker-Da vis Project.1 
New Jersey
Butler, Electric Light Department, borough of.
Madison, Electric Department, borough of.
Yineland, c ity of.

1 Fed eral  p ro ject.



Ne w Mexico 
Farm ington, city  of.
Gallup, Electric  Light and  Power System, city of.
Neic York  
Fa irp ort , village of.
Freepo rt, inco rporated village of.
Jamestown,  city  of.
Pla ttsb urg h, Municipal L igh ting De partmen t, c ity of.
Power A utho rity  of the State  of New York.
Rockvil le Centre , Inc., villa ge of.
Solvay, village  of.
North  Carolina 
Albermarle , city  of.
Concord Board of Light  and Wa ter  Commissioners.
Elizabeth City, D epa rtm ent  of Pub lic U tilit ies,  city  of.
Kins ton, city of.
Laurinb urg , city  of.
Monroe, city of.
Tarb oro,  town of.
Wilson, ci ty of.
John  H. Kerr Dam and Reservo ir.1 
Ohio
Bowling Green, M unicipal Util ities , city  of.
Cleveland, Depar tme nt of Public Utili ties,  Divis ion of Lig ht and  Power, city  of. 
Columbus, Division of  Electr ici ty,  city  of.
Cuyahoga F alls , city of.
Hami lton,  D epa rtment  of Publ ic U tilities, c ity of.
Oberlin Municipal Lig ht a nd  Power System.
Orrville. Municipal U tili ties , city of.
Pique Municipal Power System.
Shelby. Municipa l L ight P lan t, city of.
Oklahoma 
Blackwell, city of.
Cushing, city of.
Gran d River Dam Authority .
Miami, D epartment of Public  Util ities , city of.
Ponca City Municipa l W ater  and Light  Department.
Stil lwa ter,  c ity of.
Broken Bow Lake.1 
Denison Dam-Lake Texoma.1 
Eu fau la Lake.1 
Keystone Lake.1

Southwes tern Power Admin istratio n.1 
Oregon
Central  Lincoln People’s Ut ili ty Dis tric t.
Eugene W ate r and E lec tric  Board.
McMinnville, W ate r and Lig ht Department, city  of.
Springfie ld Uti lity  Board.
Tillamook People’s U tili ty Dis tric t.
Bonneville Power Admin istratio n.1 
Bonneville Dam Pro jec t.1 
John Day Dam Pro ject.1 
De troi t Big Cliff P roject .1 
The  Dalles  Dam Pro jec t.1 
Green Peter-Foste r Project..1 
Lookout Po int-D exte r P roj ect.1 
Pennsylvania
Chambersburg, E lect ric Lig ht D epar tmen t, Borough of 
Ephat a. Borough of
Lansdale, Electric De par tme nt, Borough of 
Quakertown Municipal Ele ctr ic Departmen t, Borough of

1 Fed eral pro jec t.



South Carolina
Easley, Water and Light Plant, City of
Gaffney, Board of Public Works
Greenwood Commission of Public Works
Greer Commission of Public Works, City of
Orangeburg, Department of Public Utilities, City of
South Carolina Public Service Authority
South  Dakota
Brookings, Municipal Electric  Department, City of 
Watertown, Municipal Util ities Department, City of 
Tennessee
Athens Utilities Board—Division of Power 
Benton, Board of Public Utilities, County of 
Bolivar Electric  Department
Alcoa, City of—DBA Blount Electric System
Bristol Tennessee Electric System
Chattanooga. Electric Power Board, City of
Clarksville, Department of Electricity, City of
Cookeville Electric Department
Cleveland Electric System—Department of the City of
Clinton Utilities Board
Columbia Power System
Dayton, City of
Dickson, Electric Department, Town of
Erwin Ut ilities Electric Department
Dyersburg Electric  System
Elizabethton Electric System
Fayet teville  Electric System
Harr iman  Power Department
Humboldt Electric Department
Greeneville Light and Power System
Jackson Uti lity Division
Johnson City Power Board
Knoxville Utilities Board
LaFollet te Electric Department , City of
Lawrenceburg Electric System, City of
Lebanon, Electric Department,  City of
Lexington Electrical System
Lenoir City Utilities  Board
Lewisburg, Board of Public Utilities, City of
McMinnville Electric System
Memphis Light. Gas and Water Division
Maryville, Board of Utilities
Milan Department of Public Utilities
Morristown Power System
Murfreesboro, Electric Department,  Board of Public Utilit ies, City of 
Nashville. Electric Power Board of the City of 
Newport Electric System
Oak Ridge, City of
Paris, Board of Public Utilities, City of 
Pulaski, Electric System, City of
Ripley, Electr ic Utility Board, Power and Light Company, City of
Rockwood Electric Ut ility
Sevier County Electric System
Springfield Department of Electricity
Sweetwater Electr ic System
Barkley Dam and Lake Barkley Proje ct1
Center Hill Lake Pro jec t1
Cheatham Lock & Dam Pro jec t1

Dale Hollow Lake Pro jec t1
Old Hickory Lock & Dam Pro jec t1
Tennessee Valley Authori ty1

Wolf Creek Dam—Lake Cumberland Pro jec t1

1 Fed eral pro jec t.
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Texas
Brenham Municipal Light and Power System, City of 
Bryan, City of
Austin, Electr ic Utility Department, City of 
Denton Municipal Utilities, City of 
Floresville  Electric Light and Power System, City of 
Garland Power and Light, City of 
Greenville, City of
Jasper  (Hancock Plant) , City of 
Lower Colorado River Authority 
Lubbock Power and Light 
New Braunfels Utilities
Robstown, Lighting and Power System, City of 
San Antonio, City Public Service Board of 
Weatherford Electric Department, City of 
Utah
Bount iful Light & Power, City of 
Logan City Municipal Light Plant 
Murray  City Corporation
Provo City Corporation Depar tment of Utilities
Colorado River Storage Projec t1

Vermont
Burlington, Electric Light Department, City of 
Virginia
Bristol Virginia Utilities Board
Danville, Water, Gas and Electr ic Departments, City of
Harri sonburg Electric Commission
Martinsville, Electric Utility,  City of
Radford Municipal Power Pla nt
Richmond, Department of Public Utilities, City of
Salem, City of
Washington
Public Utility  Distr ict No. 1 of Benton County
Centra lia, Municipal Hydro Electr ic Plant,  City of
Public Utility Dist rict No. 1 of Chelan County (Dist ribution System)
Public Utility Distr ict No. 1 of Chelan County (Lake Chelan Hydro-Electric 

Production  System)
Public Utility  Distr ict No. 1 of Chelan County (Columbia River-Rock Island 

Hydro-Electric System)
Public Utility Dist rict No. 1 of Chelan County (Rocky Reach Hydro-Electric 

System)
Ellensburg, Light Department, City of
Public Utility  Dist rict No. 1 of Franklin County
Public Utility  Distr ict No. 1 of Cowlitz County (Dist ribution System)
Public Utility Distr ict No. 1 of Cowlitz County (Swift Plant  No. 2)
Public Utility Dist rict No. 1 of Clallam County
Public Utility Distr ict No. 1 of Douglas County
Public Utility  Dist rict No. 2 of Grant County
Public Utility Dist rict No. 1 of Clark County
Public Utility Distr ict No. 1 of Grays Harbor County
Public Utility Dist rict No. 1 of Klickitat County
Public Utility  Distr ict No. 1 of Lewis County
Public Utility Dist rict No. 3 o f Mason County
Public Utility  Dist rict No. 1 o f Snohomish County
Public Utility  Dist rict No. 1 o f Okanogan County
Public Utility  Dist rict No. 1 of Pend Oreille County
Public Utility  Distr ict No. 2 of Pacific County
Por t Angeles, Light Department, City of 
Richland  Electrical Department,  City of 
Seattle, Department of Lighting, City of
Tacoma, Light Division, Depar tment of Public Utilities, City of 
Washington Public Power Supply System, Hanford Project 
Albeni Falls  Reservo ir1

1 Fe de ra l pro jec t.
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Chief Joseph Dam1

Ice Harbor Lock & Dam Projec t1

Littl e Goose Lock & Dam 1
Lower Monumental Lock & Dam Proje ct1

McNary Lock & Dam Projec t1

Wisconsin
Cedarburg, Light and Water Commission, City of *
Kaukauna, Electrical and Water Departments, City of 
Manitowoc Public Utilities
Marshfield Electric and Water Department
Menasha Electric and Water Utilities r

Oconomowoc Utilities, City of 
Plymouth Utilities Commission
Shawano, Municipal Water and Electric Department 
Sturgeon Bay Utilities 
Two Rivers Water  and Light Department 
Waupun Public Utilities
Wisconsin Rapids, Wate r Works and Lighting Commission

COOPERATIVE SY ST EM S— DIST RIBU TION
Alabama
Clarke-Washington EMC.
Cullman Electric Cooperative.
City of Athens.
Baldwin County EMC.
Cherokee Electric Cooperative.
Pioneer Elec tric Cooperative, Inc.
South Alabama Electric Cooperative.
Pea River Electric Cooperative.
Southern Pine Electric Cooperative.
Tallapoosa River Elec tric Cooperative, Inc.
Black Warrior EMC.
Central Alabama Electric Cooperative.
Wiregrass Electric Cooperative, Inc.
North Alabama Electric Cooperative.
Sand Mountain Electric Cooperative.
Joe Wheeler EMC.
Covington Electric Cooperative, Inc.
Franklin  Elec tric Cooperative.
Arab Electric  Cooperative, Inc.
City of Florence.
Alaska
Matanusha Electric Association, Inc.
Kodiak Electric  Association, Inc.
Homer Electric Association, Inc.
Golden Valley Electric Association, Inc.
Chugach Electric  Association, Inc.
Alaska Village Electric Cooperative, Inc.
Arizona
Navopache Electric Cooperative, Inc.
Sulphur Springs Valley Elec tric Cooperative, Inc.
Trico Electric Cooperative, Inc.
Mohave Electric Cooperative, Inc.
Electr ical D istrict  No. 2 (Coolidge).
Arkansas
Craighead Electric Cooperative Corp.
Fir st Electric Cooperative Corp.
Southwest Arkansas Electric Cooperative Corp.
Arkansas Valley Electric Cooperative Corp.
Woodruff Electric Cooperative Corp.
Carroll Elec tric Cooperative Corp.

1 F ed eral pro jec t.
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C & L Rural  Electric Cooperative Corp.
Clay County Electric Cooperative Corp.
Ozarks Electr ic Cooperative Corp.
North Arkansas Electr ic Cooperative.
Ouachita Rural Electric Cooperative Corp.
Pe tit  Jean Electric Cooperative Corp.
California
Sacramento Municipal Utility  D ist ric t 
Colorado

f San Luis Valley Rural Electric  Cooperative, Inc.
Morgan County Rural Electric Association. 
Intermountain Rural Electric Association. 
Southwest Colorado Power Association.
Union Rural Electric Association, Inc.
San Isabel Electr ic Services, Inc.
Highline Electric Association.
Poudre Valley Rural Elec tric Association, Inc. 
Empire Elec tric Association, Inc.
Holy Cross Electric Association, Inc.
Yampa Valley Electric Association, Inc.
Mountain View Electric Association, Inc.
Y-W Electric Association, Inc.
Mountain Parks Electric, Inc.
Delaware
Delaware Electric Cooperative, Inc.
Florida
Clay Electric Cooperative, Inc.
Suwannee Valley Electr ic Cooperative, Inc.
Sumter Elec tric Cooperative, Inc.
West Florida Electric Cooperative Association, Inc. 
Central  Florida Electric Cooperative, Inc.
Florid a Keys Electric Cooperative Association, Inc. 
Lee County Electric Cooperative, Inc.
Peace River Valley EMC
Tri-County Electric Cooperative, Inc.
Talquin Electric Cooperative, Inc.
Choctawha tehee Electric Cooperative, Inc. 
Withlacoochee River Elec tric Cooperative, Inc. 
Glades Electric Cooperative, Inc.
Oeorffia
Rayle EMC.
Planter s EMC.

« Troup County EMC.
Colquitt County Rural Electric Co.
Carroll EMC.
Walton EMC.
Douglas County EMC.
Ha rt County EMC.
Altamaha EMC.
Sumter EMC.
Snapping Shoals EMC.
Central Georgia EMC.
Flin t EMC.
Satill a Rural EMC.
Grady County EMC.
Washington County EMC.
Mitchell County EMC.
Jefferson County EMC.
Sawnee EMC.
Habersham EMC.
Blue Ridge Mountain Elect ric Corp.
Jackson EMC.
Cobb County Rural  EMC.
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Three Notch EMC.
Canoochee EMC.
Excelsior EMC.
Okefenoke Rural EMC.
Amicalola EMC.
Coweta-Fayette EMC.
Idaho
Northern Lights, Inc.
Clearw ater Power Co.
Illinois
Wayne-White Counties Electric Cooperative. 
Coles-Moultrie Electric Cooperative.
Illinois Valley Electric Cooperative, Inc.
Illinois Rural Electric Co.
Menard Electric Cooperative 
Rura l Electric Convenience Cooperative Co. 
Easte rn Illinois Power Cooperative 
Illin i Electric Cooperative.
Shelby Electric Cooperative.
Adams Electrical Cooperative.
Egyptian Electric Cooperative Association.
Norris Electric Cooperative.
Southeastern Ill inois  Electric Cooperative, Inc.
Com Belt Electric Cooperative, Inc.
M. J. M. Electric Cooperative, Inc.
Tri-County Electric Cooperative, Inc.
Southern Illinois Electric Cooperative 
Southwestern Electric Cooperative, Inc.
Indiana
Utilities Distric t of West Indiana Rura l EMC. 
Boone County Rural  EMC.
Whitley County Rura l EMC.
Wabash County Rural  EMC.
Shelby County Rura l EMC.
Bartholomew County Rura l EMC.
Daviess-Martin Counties Rural EMC.
Decatur County Rura l EMC.
.Tay County Rural  EMC.
Knox County Rural EMC.
Parke County Rural EMC.
Southeastern  Indiana Rural EMO.
Tipmont Rural EMC.
Wayne County Rural EMC.
Morgan County Rural EMC.
Clark County Rural EMC.
Noble County Rural EMC.
Sullivan County Rural EMC.
Dubois Rural Elec tric Cooperative, Inc.
Kankakee Valley Rural EMC.
Kosciusko County Rural EMC.
Harr ison County Rural  EMC.
Jackson County Rura l EMC.
Southern Indiana  Rura l Electric Cooperative, Inc. 
United EMC.
Iowa
Easte rn Iowa Light & Power Cooperative.
Buena Vista County Rura l Electric Cooperative. 
Butl er County Rural Electric Cooperative. 
Maquoketa Valley Rural Electric Cooperative. 
Greene County Rural Electric Cooperative.
Hawkeye Tri-County Electric  Cooperative.
Linn County Rural Electric Cooperative Association. 
T.I.P. Rural  Electric Cooperative.
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S.E. Iowa Coopertive Electric Association.
Farmers Elec tric Cooperative, Inc.
Allamakee-Clayton Electr ic Cooperative, Inc.
Kansas
Jewell-Mitchell Cooperative Electric Co., Inc.
Flint Hills Rural E lectric Cooperative Association.
The Norton-Decatur Cooperative Electr ic Co., Inc.
The Ark Valley Electric Cooperative Association.
Central Kansas Elec tric Cooperative, Inc.
The Pioneer Cooperative Association, Inc.
Western Cooperative Electric  Association, Inc.
Wheatland Electric Cooperative, Inc.
Kentucky
Jackson County Rural Electric Cooperative Corp.
Meade County Rural Electric Cooperative Corp.
Jackson Purchase Rural  Electric Cooperative Corp.
Salt River Rural Electric Cooperative Corp.
Taylor County Rura l Electric Cooperative Corp.
Pennyrile R ural Electric  Cooperative Corp.
Inter-County Rural  Elec tric Cooperative Corp.
Shelby Rural Electr ic Cooperative Corp.
Green River Rural Elec tric Cooperative Corp.
Farmers Rural Electric Cooperative Corp.
Warren Rura l Electric Cooperative Corp.
Owen County Rural E lectric Cooperative Corp. 
Hickman-Fulton Counties Rural Electric Cooperative Corp. 
Blue-Grass Rura l Electric Cooperative Corp.
Harri son County Rural Electric Cooperative.
Clark Rural Electric Cooperative Corp.
West Kentucky Rural Electric Cooperative Corp.
Nolin Rural Electric Cooperative Corp.
Fleming Mason Rura l Elec tric Cooperative Corp.
South Kentucky Rural E lectric  Cooperative Corp. 
Henderson-Union Rural E lectric Cooperative Corp.
Licking Valley Rural  Elec tric Cooperative Corp. 
Cumberland Valley Rural Electric Cooperative Corp.
Big Sandy Rura l Electric  Cooperative Corp.
Grayson Rural Electric Cooperative Corp.
Louisiana
Valley EMC.
South Louisiana Electric Cooperative Association.
S.W. Louisiana EMC.
Washington-St. Tammany Electric Cooperative, Inc. 
Bossier Rural EMC.
N.E. Louisiana Power Cooperative, Inc.
Dixie EMC.
Claiborne Electric Cooperative, Inc.
Beauregard Elec tric Cooperative, Inc.
Jefferson Davis Electr ic Cooperative, Inc.
Concordia Electric Cooperative, Inc.
Louisiana Rural E lectric Corporation.
Maine
Easte rn Maine Electric Cooperative, Inc.
Maryland
Southern Maryland Electric Cooperative, Inc.
Choptank Electric Cooperative, Inc.
Michigan
Tri-County Electric Cooperative.
Presque Isle Electric Cooperative, Inc.
Top O’ Michigan Rural Electr ic Co.
Thumb Electric  Cooperative.
O & A Electric  Cooperative.

26-725—74------18
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Cloverland Electric Cooperative.
Cherryland  R ural  Electric Cooperative.
Fruit  Belt Electric Cooperative.
Minnesota
Eas t Central Electr ic Association.
Meeker Cooperative Light & Power Association.
Carlton County Cooperative Power Association.
Northern Electric Cooperative Association.
Runestone Electric Association.
McLeod Cooperative Power Association.
Tri-County Electric Cooperative.
Stearns Cooperative Elec tric Association.
Federa ted Rura l Electric Association.
Minnesota Valley Cooperative Light & Power Association. 
Anoka Electric Cooperative.
Steele-Waseca Cooperative Electric.
South Central E lectric Association.
Crow Wing Cooperative Power & Light Co.
Lake Region Cooperative Electric Association.
People’s Cooperative Power Association.
Freeborn-Mower Electric Cooperative.
Wright-Hennepin Cooperative Elect ric Association.
The Minnesota Valley Electric Cooperative.
Dakota Electric Association.
Nobles Cooperative Electric.
Blue Earth-Nicollet Cooperative Electric Association. 
Agra-Lite Cooperative.
Mille Lacs Electric  Cooperative.
Wild Rice Electric Cooperative, Inc.
Dairyland Electric Cooperative, Inc.
Beltrami Electric Cooperative, Inc.
Mississippi
Monroe County Electric Power Association.
City of Holly Springs.
Yazoo Valley Electric Power Association.
Coahoma Elect ric Power Association.
Central Electric  Power Association.
Southwest Mississippi Electric Power Association. 
Northeast Mississippi Electric Power Association. 
Tallahatchie  Valley Electric Power Association.
Coast Electr ic Power Association.
4-County Electric Power Association.
Dixie Electric Power Association.
Twin County Elec tric Power Association.
Delta Electric  Power Association.
Pear l River Valley Electric Power Association.
Singing River Electric Power Association.
Southern P ine Electric Power Association.
Magnolia E lectric Power Association.
Tishomingo County Electric Power Association.
Eas t Mississippi Electric Power Association.
Prentiss County E lectric Power Association.
Northcen tral Mississippi Electric Power Association. 
Tombigbee Electric Power Association.
Natchez Trace Electric  Power Association.
Missouri
Permiscot-Dunklin Electric Cooperative.
Intercounty Electric Cooperative Association.
Boone Electric Cooperative.
Lewis County Rural  Electr ic Cooperative Association.
N. W. Missouri Electric Cooperative.
Ozark Elec tric Cooperative.
Scott-New Madrid-Missouri Electric Cooperative.
Ozark Border Electr ic Cooperative.
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Macon Electric Cooperative, Inc.
Tri-County Electr ic Cooperative Association. 
Consolidated Electric  Cooperative.
Osage Valley Electr ic Cooperative Association. 
Black River Electric Cooperative.
Central Missouri Electric Cooperative, Inc. 
Platte-Clay Electric Cooperative, Inc.
Farm ers’ Electric Cooperative, Inc.
Laclede Electr ic Cooperative.
Grundy Electric Cooperative, Inc .
Three Rivers Electric Cooperative.
White River Valley Electric Cooperative, Inc. 
Co-Mo Electric Cooperative, Inc.
New-Mac Electric Cooperatives, Inc. 
Howell-Oregon Electric Cooperative, Inc. 
West-Ceneral Electric Cooperative, Inc. 
Southwest Electric Cooperative.
Crawford Electric Coopertaive, Inc.
Cuivre River Electric Cooperative, Inc. 
Citizens Electric Corp.
Montana
Glacier Electric Cooperative, Inc.
Nebraska
Southern Nebraska Rura l P.P.D.
Norris Public Power District.
Dawson County Public Power District .
McCook Public Power District.
Cornhusker Rural Public Power District. 
Custer Public Power Distric t.
Wheat Belt Public Power Dis trict.
Southwest Public Power Dis trict.
Nevada
New Hampshire
New Hampshire Electric Cooperative, Inc.
New Jersey 
New Mexico
Central Valley Electric Cooperative, Inc. 
Roosevelt County Electric Cooperative, Ine. 
Farm ers’ Electr ic Cooperative, Inc.
Kit Carson Electric Cooperative, Inc.
Otero County Electric Cooperative, Inc. 
Socorro Electric Cooperative, Inc.
Continental Divide Electric  Cooperative, Inc. 
Lea County Electric Cooperative, Inc.
Jemez Mountains Electric Cooperative.
New York
North  Carolina,
Haywood EMC.
Edgecombe-Martin County EMC.
Four-County EMC.
Blue Ridge EMC.
Rutherford EMC.
Roanoke EMC.
Piedmont EMC.
Pee Dee EMC.
Davidson EMC.
Randolph EMC.
Union EMC.
Brunswick EMC.
Jones-Onslow EMO.
French Broad EMC.
Wake EMC.
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Surry-Yadkin EMC.
Tri-County EMC.
Lumbee River EMC.
South River EMC.
Carteret-Craven EMC.
Crescent EMC.
North Dakota
Baker Electric Cooperative, Inc. *
Cass County Electric  Cooperative, Inc.
Tri-County Electr ic Cooperative, Inc.
Verendrye Electric Cooperative, Inc.
Nodak Rural Electric Cooperative, Inc. ’
North Central Electr ic Cooperative, Inc.
Mor-Gran-Sou Electric Cooperative, Inc.
Ohio
Pioneer Rura l Electr ic Cooperative, Inc.
Holmes-Wayne Electr ic Cooperative, Inc.
Belmont Electric Cooperative, Inc.
Midwest Electric, Inc.
Paulding-Putnam Electric Cooperative, Inc.
Licking Rural Electrification, Inc.
Lorain-Medina Rural Electric Cooperative, Inc.
North Central Electric Cooperative, Inc.
South Central Power Co.
Butle r Rural Electric Cooperative, Inc.
Firelands Electric Cooperative, Inc.
Guernsey-Muskingum Electric Cooperative, Inc.
Hancock-Wood Electric Cooperative, Inc.
Buckeye Rural Electric Cooperative, Inc.
Oklahoma
Cimarron Electric Cooperative.
Kay Electric Cooperative.
Caddo Electric Cooperative.
Oklahoma Electric Cooperative.
Alfalfa Electric Cooperative, Inc.
Red River Valley Rural Electric Association.
Southwest Rural Electric Association, Inc.
Peoples Electric Cooperative.
Northeast Oklahoma Electric Cooperative, Inc.
Rura l Electric Cooperative, Inc.
Cotton Electric Cooperative.
East  Central Oklahoma Electric Cooperative, Inc.
Central Rural Electric Cooperative.
Verdigris Valley Electric Cooperative, Inc.
Indian Electric Cooperative, Inc. •
Canadian Valley Electric Cooperative, Inc.
Choctaw Electric Cooperative, Inc.
Northwestern Electr ic Cooperative, Inc.
Kiamichi Electric Cooperative, Inc.
Tri-County Electric  Cooperative.
Cookson Hills Elec tric Cooperative, Inc.
Lake Region Cooperative, Inc.
Oregon
Consumers Power, Inc.
Umatilla Electric  Cooperative Association.
Douglas Electric  Cooperative, Inc.
Lane Electric Cooperative, Inc.
Coos-Curry Electric Cooperative, Inc.
Central E lectric  Cooperative, Inc.
Pennsylvania
N.W. Rural Elec tric Cooperative Association, Inc.
S.W. Central  Rural Elec tric Cooperative Corp.
Tri-County Rura l Elec tric Cooperative, Inc.
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Claverack Rura l E lec tric  Cooperative, Inc. 
Cen tral  Electri c Cooperat ive, Inc.
Valley R ura l Electr ic Cooperat ive, Inc. 
Somerse t Rural Electri c Cooperative, Inc . 
Adams Electric  Cooperative,  Inc.
United Electr ic Cooperat ive, Inc.
Sou th Carolina

* Aiken E lectr ic Cooperat ive, Inc.
Laurens  Elec tric  Cooperative, Inc.
Lynches R iver  Ele ctric Cooperative , Inc. 
Fair field  Ele ctric Cooperative, Inc.

■w Edis to E lectr ic Cooperative, Inc.
Berkeley E lect ric Coopera tive, Inc.
Pee Dee Elec tric  Cooperative, Inc.
Santee Elec tric Cooperat ive, Inc.
Black Rive r E lectr ic Cooperative, Inc.
Horry Electric  Cooperative, Inc.
Tri-County Electr ic Cooperative, Inc.
Broad River E lect ric Cooperative, Inc. 
Mid-Carolina Electric  Cooperative, Inc.
Blue Ridge E lect ric Cooperative, Inc.
Palmet to E lect ric Cooperative, Inc.
York Electr ic Cooperative, Inc.
Sou th Dakota
West River Electr ic Association, Inc.
Sioux Valley Empire  Elect ric  Association, Inc. 
West C entra l Elec tric  Cooperative, Inc. 
Tennessee
Volunteer Electric Cooperative.
Tri-County EMC.
Southwest Tennessee EMC.
Town of Bolivar.
The Middle Tennessee EMC.
Gibson County EMC.
Duck River EMC.
Town of Dickson.
Cumberland EMC.
Upper Cumberland EMC.
Fo rt Loudon E lectric  Coopera tive.
Pickwick Electri c Coopera tive. 
Meriwether-Lewis E lec tric  Cooperative. 
Tennessee Valley Ele ctr ic Cooperative. 
Sequachee Valley E lec tric  Cooperative. 
Pla tea u Electri c Cooperat ive.

. Holston E lect ric Cooperative,  Inc.
Appalachian Electric Cooperative.
City of LaFollette .
Caney Fork Electric Cooperative, Inc. 
Chickasaw Electric Cooperat ive, Inc. 
Mountain Elec tric  Cooperative, Inc.
Tri -State  Elect ric Cooperative,  Inc.
City of Fayet tevil le.
Texas
Kau fman County Ele ctr ic Cooperative, Inc. 
Upshur R ural E lect ric C ooperative Corp.
City of  Bryan.
Hill  County Electri c Cooperative, Inc. 
Bowie-Cass Electr ic Coopera tive, Inc. 
Pan ola-Har rison Ele ctr ic Cooperative, Inc. 
Deaf  Smith County Ele ctr ic Cooperative, Inc. 
Magic Valley Electri c Cooperative, Inc. 
Denton  County Elec tric  Cooperative, Inc. 
Grayson-Collin  Ele ctri c Cooperative, Inc. 
Wood County E lect ric Cooperative, Inc.

26 -7 2 5  0  -  74  - 19
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Lighthouse Electr ic Cooperative, Inc.
South Plains Electric Cooperative, Inc.
Lamb County Elect ric Cooperative, Inc. 
Lyntergar Electric Cooperative, Inc.
Bailey County Electric Cooperative Association. 
Deep East Texas Electric Cooperative, Inc.
Rusk County Electric Cooperative, Inc.
Farmers Electric Cooperative, Inc.
Cooke County Electr ic Cooperative Association. 
Era th County Electric Cooperative Association. 
I’edernales Electric Cooperative, Inc.
Johnson County Electric Cooperative Association. 
Midwest Electric Cooperative, Inc.
Wise Electric Cooperative, Inc.
Comanche County Electric  Cooperative.
Karnes Electric Cooperative, Inc.
Nueces Electric Cooperative, Inc.
Houston County Electric Cooperative, Inc.
San Patricio Electric Cooperative, Inc.
Bandera  Electric Cooperative, Inc.
Guadalupe Valley Electric Cooperative, Inc. 
Medina Electric Cooperative, Inc.
Victoria County Electric Cooperative Co. 
Bluebonnet Electric Cooperative, Inc.
Tri-County Electric  Cooperative, Inc.
Sam Houston Electric Cooperative, Inc.
Taylor Elec tric Cooperative, Inc.
Cap Rock Electric Cooperative, Inc.
Swisher County Electric Cooperative, Inc.
San Bernard Elec tric Cooperative, Inc.
New Era  Electric Cooperative, Inc. 
Jasper-Newton Electr ic Cooperative, Inc.
North Plains Electric Cooperative. Inc.
Rio Grande Electric Cooperative, Inc.
Central Texas  Elec tric Cooperative, Inc.
Utah
Garkane Power Association, Inc.
Moon Lake Electric Association, Inc.
Vermont
Vermont Electric Cooperative, Inc.
Virginia
Shenandoah Valley Electric Cooperative. 
Virginia Electric Cooperative.
Southside Electric Cooperative.
Northern Neck Electric Cooperative.
Central Virginia Electr ic Cooperative.
B.A.R.C. Electric Cooperative.
Mecklenburg Electric Cooperative.
Powell Valley Electric Cooperative.
The Northern Piedmont Electric Cooperative. 
Community Electric Cooperative. 
Accomack-Northampton Electric Cooperative. 
Prince William Electr ic Cooperative.
Washington
Benton Rural Electric Association.
Public Utility Distric t No. 1, Kl ickitat Co.
Inland Power and Light Co.
Big Bend Electric Cooperative, Inc.
Public Utility D istric t No. 1, Douglas County. 
Public Utility Distric t No. 1, Okanogan County. 
West Virginia
Wisconsin
Oakdale Cooperative Electric Association.
Clark Electric Cooperative.
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Pierce-Pepin Electric  Cooperative .
Trem pealeau Elec tric  Coopera tive.
Barron County E lect ric Cooperative.
Vernon E lectr ic Cooperative.
Grant  Electr ic Cooperative.
Dunn  County  Ele ctric  Cooperative .
Eau  Claire Electric  Cooperative.
Polk-Burnett Electric  Cooperative .
Adams-Marquette  Electr ic Cooperative.
Wyoming
Riverton Valley Electr ic Association, Inc.
Wyrulec Co.
Lower  Valley Power & Light, Inc.
Ru ral  Ele ctric  Co.
Hot Springs  County  Rura l E lec tric  Association, Inc.
Tri-C ounty Ele ctric  Associa tion, Inc.

COOPERATIVE SY ST EM S— POWER SU PP LY BORROWERS

Alabama
Alabama Elec tric Cooperat ive, Inc.
Arizona
Arizona Elec tric Powe r Cooperative.
Arkansas
Kamo E lect ric Cooperative , Inc.
Arkansas Elec tric Cooperative Corp.
Colorado
Colorado-Ute Electri c Association,  Inc. 
Tri -State  G. & T. Association, Inc.
Ark ansas Valley G. & T., Inc.
Illinois
Southern Illinois Power Cooperative.
Wes tern Illinois Powe r Cooperative,  Inc. 
Ind iana
The H oosier Ene rgy Divis ion.
Iowa
Central  Iow a Power  Cooperative.
Corn Belt Power Cooperative.
Nor thwest Iowa Power Cooperative.
Kansas
Sunflower Elect ric Cooperative,  Inc.
Kentu cky
East Kentucky Ru ral  Elect ric Coopera tive Corp. 
Big Rivers R ura l E lect ric Cooperative Corp. 
Louisiana
Lou isiana Elec tric Cooperative , Inc.
Michigan
Wolverine E lectri c Coopera tive, Inc.
Nor thern Michigan Elec tric Coopera tive, Inc. 
Minnesota
Ru ral  Cooperative Power Associa tion.
Northe rn Minneso ta Power Association. 
Cooperative Power  Association.
United Power Association.
Miss issippi
South Mississippi Elect ric Pow er Association.
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Missouri
Sho-Me Power Corp.
M. & A. Electr ic Power Cooperative.
Northeast Missouri Electric Power Cooperative. 
Central Electric Power Cooperative.
N. W. Electric Power Cooperative, Inc. 
Associated Electric Cooperative, Inc.
Nebraska
Nebraska Electric G. & T. Cooperative, Inc.
New Mexico
Plains Electric G. & T. Cooperative, Inc.
North Dakota
Minnkota Power Cooperative, Inc.
Central Power Electric Cooperative, Inc.
Basin Elec tric Power Cooperative.
Oklahoma
Western Fanners Electric Cooperative.
South Carolina
Central Electric Power Cooperative, Inc.
South Dakota
East River Electr ic Power Cooperative. Inc. 
Rushmore Electric Power Cooperative, Inc. 
Texas
Brazos Electric Power Cooperative, Inc.
South Texas Electric Cooperative.
Wisconsin
Dairyland  Power Cooperative.
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Federal P ower Com mission ,
Washington, D.C.

New s Release
Immediate release.

No. 19840
November 29,1973.
Docket No. RM74-7.
Order No. 496. a

FPC  orders utilities to submit  emergency action plans for conserving 
POWER

4The Federal Power Commission today asked the nat ion’s major electric  utilit ies 
to file repor ts w ithin 15 days showing their estimates of how much fuel could be 
saved if energy conservation measures are adopted to meet targeted-reductions 
in electric power use.

The Commission said tha t its staff has preliminar ily estimated that electric 
utili ty energy output could be reduced by 2 billion kilowatt-hours per week with
in five days through immediate energy conservation measures.

The FPC therefore asked for reports from more than  1,000 major electric util i
ties, including investor-owned, publicly owned and cooperatives. Major utilities  
are defined as  those with annual operating revenues of $1 million or more.

The reports will show each util ity’s estimate of savings in total  energy when 
related  to tota l kilowatt-hours  produced from all generating sources and esti
mated energy generated by internal combustion engines and combustion turbines.

In addition, the utilities  a re to report procedures by which they expect to im
plement energy conservation measures through internal managerial controls and 
direction, and through public appeals or stat e regulatory actions for ordered re
duced consumption of electricity by ultim ate consumers.

To minimize inequities among the various  utilitie s and thei r ultimate con
sumers, the FPC asked t hat  each repor ting utili ty target for its system an over
all nationwide electric energy reduction of 10 percent.

The Commission said it recognized that differences exist  in utili ty operations 
and fuel availab ility, whether upon an individual  system, power pool, or regional 
basis. The consequences are tha t fo r some utilit ies, energy conservation measures 
and contingency planning procedures should reflect the possibility of reductions 
of more than 10 percent, the FPC said. Each utility should develop its  conserva
tion contingency planning procedures based upon its estimate  of fuel availabil ity 
through various stages of short-fall up to the most adverse conditions currently  
foreseeable by the utility, the  Commission said.

The FPC pointed out tha t it is part icipa ting in the work of Federal govern
ment authoritie s charged with allocation responsibilities over petroleum supplies, 
including electric ut ility usage. The Commission said i t recognized tha t in certain 
circumstances, and the unavailab ility of alte rna te fuels, priorities  must be ac
corded electric utility fuel requirements, particular ly residual oils.

The Commission said it intended to make the data it collects available to the 
President, the Congress, governors, and sta te public service commissions. Where «
possible, the FPC said, under i ts emergency action authority , as well as its  day-to-
day bulk power supply regulatory autho rity,  it will authorize and recognize re
duced electric power consumption and decreased use of petroleum and n atural gas 
for electric power generation as necessary and appropriate regulatory objectives.

The Commission pointed out tha t it  does not have regula tory auth ority to ration 
electric power among ult imate consumers. To the extent tha t elecric utility  serv
ice could be rationed under existing legal author ity, the FPC said it would have 
to be accomplished under the Defense Production Act, o r state regulatory laws.

The FPC said  that  a number of constructive actions can be implemented co
ordinately by the nat ion’s electric utilities and  government regulatory au thorities.
The FPC said that available data indica tes tha t fuel shortage conditions associ
ated with electric utili ty uses of petroleum and natura l gas may be expected to 
impact unevenly, economically, and geographically, reflecting the fact t hat coastal 
utilities are now the large r users of petroleum resources for boiler-fuel purposes.
Utilities in th e southwest and south cen tral regions are large users of natura l gas 
for boiler-fuel purposes, the FPC noted.

To ameliorate and temper the dispa rities  among regions, the FPC requested 
utiliti es to seek to reduce non-essential uses of electricity uniformly across a ll the 
systems, and to maximize use of coal, nuclear and hydroelectric generating capac
ity nationally by scheduling intersystem and interregional power transfers to the 
maximum possible extent  consistent with reliab ility and service considerations.
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The Commission said  it  would recognize increase d or changed costs  a nd condi
tions  result ing  from the  conserva tion measures and the  inte rsys tem and  in te r
regional power  tran sfer s fo r in ters ta te  rat emaking purposes. The  Commission 
requested st at e reg ula tory agencies  to give sim ila r recognition for in tras ta te  
purposes.

The Commission said it  did not view its  actio ns as pem ane nt long term, or in 
substit tuion for  inc reased  power suppl ies genera ted  from non-petroleum and  
non-natural  gas fuels. The  Commission said they are temporary expe dients to 
meet c urr ent na tional  fue l and  energy conditions.

United States  of America , F ederal P ower Commiss ion 

(18 CFR 3.142, 141.300)

Before Com mission er s: J ohn N. Nas sika s, Ch airma n; Albert B. Brooke, Jr. , 
Rush Moody, Jr ., and  Wil liam L. Sprin ger

Nationwide  F uel E mergency, Docket No. RM-74-7 

Order No. 497

emergency actions for th e reporting of data relative to electric ut ility  
fue l requ irements  and federal governmental fue l allocation procedures 

(Issued  December 7, 1973)

Actions by the  P res ide nt to establish the Feder al Energy Adm inis trat ion,  and  
the  sta tu tory  dut ies and responsibilit ies of thi s Commission, necess itate the  
promulgation of the  att ached Electric  Uti lity  Fuel Planning Report Form  (Ap
pend ix I, annexed h er et o) .

Fue l supply avail abili ty for  electric  ut ili ty  g ene ration by investo r owned, pub
licly owned and  coope ratively owned util itie s, var ies from system to system and 
from region to region  of the  Nation.  Coastal region elec tric  util ities, the  larger  
users of petroleum resource s (middle disti llat es, res idu al and  cru de o il) for  boi ler 
fuel purposes , and  elec tric  ut ili tie s in the  sou thwest and south cen tra l regions , 
the  l arg er users of n atur al  gas for boiler  fu el purposes , are exper iencing inc rea s
ing shortages of these cri tic al  fuels. The annexed Electri c Util ity Fuel Planni ng 
Rep ort Form  will prov ide a da ta base upon w hich ut ili ty  uses of such petro leum 
resou rces  may be al located o r authorized und er the  Em ergency Petroleum Alloca 
tion Act of 1973, P.L. 93-159, 87 Sta t. 627, or othe r statutory autho rity . These  
da ta are  also releva nt to the uti lity and  regulatory  commission analyses  of in ter
system a nd inte r-regional tra ns fers of e lectr ic power a nd energy to  maximize the  
use of coal, nuc lear fuel  and hydro-elec tric gen era ting c apac ity, nationa lly.  They 
also relate  inform atio nal ly to the Commission’s activ itie s in allocating the  sup
plies of na tura l gas un der the  N atu ral  Gas Act, 15 U.S.C. 717(a) et seq., i nso far  
as na tura l gas is sti ll used  in electr ic uti lit y gene ration. The Commission is not 
here exercising its  na tu ra l gas regu lato ry juri sdictio n, but, rat her, is surveying 
all  elect ric uti lity fuel  needs  and proposes  the use of the repo rted da ta  by all 
util itie s, governmental au tho rit ies  and  consumers, however associated with fuels 
availabi lity  and the  use thereo f.

Commission Orde r No. 496. issued November  29, 1973, 38 F.R. 33641, provides 
in p ar t (mimeo ed., pp. 4 -5)  :

* * * * this  order reques ts the  Nat ion’s elec tric uti lit ies  to seek to reduce  non- 
essential  uses of electri cal power and energy  uniformly across all such sy ste ms; 
and to maximize the use of coal and nuc lear fuel elec tric generat ing capa city  
and  hydro-elect ric generat ing  capacity nationa lly,  with the  scheduling  of in te r
system and  inter-regional power  tra nsfer s to the  maxim um possible ex ten t con
sis ten t with reli abil ity and continuity of service  considera tions ; to do so through  
establish ed power  pools, the  nine elec tric reli abi lity  councils and the  National 
Elec tric  Rel iabi lity  Council and in cooperation with representativ es of the Fed era l 
Power Commission (Chief , of the  Bureau  of Power) and sta te public  service 
commission s taff  personnel, * * * 1

1 B y le tt e r dat ed  De ce mbe r 4, 197 3, ad dr es se d to  th e C ha ir m an  of  th e N at io nal  E le c tr ic  
Rel ia bil ity  Co uncil , w it h  co pi es  to  th e ch ai rm en  of th e  re gi on al  el ec tr ic  re li ab il it y  co un ci ls , 
an d a ll  s ta te  pu bl ic  se rv ic e commiss ion ch ai rm en , th is  Co mmissio n’s Ch ief , B ur ea u of  
Po wer , re qu es te d :

* * * I as k th a t  th e  u ti li ti e s  in  each  Co un ci l a re a  p re par e a co nt in ge nc y sc he du le  
fo r em erge nc y tr a n sfe rs  of  po wer  an d en er gy  to  ac hi ev e th e  ob ject iv es  of  O rd er  No. 
496, in  co ns er vi ng  en er gy us e ge ne ra lly,  an d in  m ax im iz in g th e  us e of  co al- fir ed ,
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By thi s order, the Commission is dire cting all  elec tric  uti liti es which are 
requ ired  to report electricity  generat ion and fuel use pu rsu an t to Fed eral  Power  
Commission Form  No. 4, Monthly Pow er Pl an t Rep or t* I 2, to file wi th the Commis
sion, until  furth er  notice, mon thly  repo rts on proje cted  elec tric gener ation  and 
fuel requirements,  such proj ecti ons  to he cons isten t with  minimum consumption 
of petroleum and na tu ra l gas fuels. The Electric  Uti lity  Fuel Planni ng Repo rt 
Form  shall he filed with  the Commission on a monthly basis commencing with 
the report for Janu ary 1974, in quadrup lica te, and  75 days  in advance of the 
beginning of the  month  for which  da ta are  to he r eported, exce pt for the  m onths 
of Janu ary , Feb rua ry and March  1974. Reports for  da ta  coverin g these months 
sha ll be filed as follows :

Ja nu ar y  1974.—Report to he filed by December 18, 1973;
Fe bru ary  19 74 —Report to be filed by December 31, 1973;  and
March  1974.—Repor t to be filed by December 31, 1973.
The  repo rting elect ric uti lit ies  sha ll file one conform ed copy of the Elec tric  

Uti lity  Fuel Pla nning Repor t Form  with each of the respectiv e sta te public 
serv ice commissions (o r Governors in sta tes  where the re is no estab lishe d sta te 
public  service commission wi th public uti lity  regulat ory  jur isd ict ion  over the 
rep ort ing  ut il ity) , of the  stat e or sta tes  in which the rep ort ing  uti lity  oper ates 
and  such other sta tes  whch ar e pa rtly or wholly with in the geograp hic bound
ari es of the  elect ric rel iab ilit y council or councils in which the  repo rtin g uti lity  
par tic ipa tes  or  is located.

The Elec tric  Util ity Fue l Pla nni ng Rep ort Form, Appendix I, as annex ed 
heret o, will provide  a da ta base  for  analysis,  plan ning and  implementation of a c
tions which  will be require d to meet curre ntly foreseeable  nat ion al fuel emer
gency conditions. The rep ort  de tai ls the following  types of info rm at ion:

Pro jected  generation  req uire men ts and sources  of energy  for  the month, as 
comp ared to the corres pond ing m onth  of  the previo us y ear;

Pro jected  consumption of fue ls for  the month, as compared to the correspond- • 
ing month  of  the previous y e a r;

Effects of plan t alt era tions,  addition s, or reti rem ents wit hin  the  pas t year on 
the  pro ject ed consumption of fuels for the month ;

Pro jec ted  fuel stocks a t the beginning and end of the sub ject m on th ;
A list ing  of th e u til ity ’s oil s upp liers ; and
Iden tific atio n of the  inte rcon nect ion capa city and  projecte d peak load duri ng 

the  mo nth for systems w ith less than  200 MW capac ity.
The Commission proposes to collate the repo rted  da ta by operating utili ties , 

power pools and  elec tric rel iab ili ty council area s, so as to prov ide an assessm ent 
of ut ili ty  fuel ava ilab ility , req uirme nts  and generat ing ca pab ility  among util ities, 
regional ly and  inter -regiona lly. It  is ant icip ated th at  Fed era l governmental fuel 
allo cati on proced ures will reflect a conti nuing sub sta ntial use of the  data to be 
reported.

Thi s Commission’s O rder  No. 496, direc ted th at  emergency actio ns for  the con
serv atio n of petroleum and  na tu ra l gas fuel resources be und erta ken  by the 
Nat ion’s elect ric util ities, tog eth er wit h the  development of contingency planning  
proc edures for  inter-system and inte r-reg iona l elect ric power  and  energy trans-

nuc lea r-fueled , and hy dr oe lectric  ge ne ra tin g ca pa cit y na tio na lly . I ask  th at the 
uti li ties  complete a pr el im inar y stat em en t of suc h sch edu les with in  15  day s and  
subm it them to th e Fe de ral Po we r Comm ission  sta ff an d to fu rn ish copie s to all  
st a te  pu blic  s erv ice com mis sion s, fo r inform ation  purp oses.

I ask  th at  def init ive  com ple te contin gen cy sch edu les be fo rm ulat ed  by the  ut ili tie s 
and  sub mi tte d to  th is  Com mission  with in  30  day s, wi th  copie s there of  to al l st at e 
public  serv ice comm issio ns fo r in fo rm at iona l pur pos es. The contin gen cy schedu le of 
eme rgen cy tran sf er s sho uld  fir st con sider min imizin g th e use of pet roleum  and 
nat ura l gas  for  ele ctr ic ge ne ra tin g purpo ses  wi thin each re lia bi lit y cou nci l are a. And, 
seco ndly , the y should de ter mi ne  ge ner ally whi ch ge ne ra tin g un its  wil l be op era ted  a t 
hig h load  fa ctor  du rin g off-pea k ho ur s to ge ne ra te pow er to be tran sm it te d to othe r 
reg ion s. Since  the se sch edu les  wi ll req uire th e de tai led  at te nt io n of ut il ity op erati ng  
perso nne l in the va rio us  counc il area s, I an tic ip at e th at th is  re qu es t, dir ected to you 
in th e fir st insta nc e, wil l be redir ec ted to  all  of th e indiv idu al op er at ing  ut ili tie s 
(in ve st or  owned, pub licly -ow ned, coope rat ive ly-ow ned ) in eac h of yo ur res pec tive 
geogr aph ic regi ons . The  cou nci ls sho uld  pe rfo rm  a co ordin ati ng  func tio n in respec t 
to th e ind ivi dual ut il ity res po nses . I t is es se nt ia l th at all  sys tem s be covered.

2 Th ese  ut ili tie s include in ve stor  own ed, pub licly  owne d, inclu din g fede rally  owned and 
coop era tiv ely  owned elec tri c sys tem s. The  re po rti ng  sys tem s to ta l approx im ate ly 90 0 
ut ili tie s an d own or op era te es se nt ia lly  al l of the ele ctr ic  uti li ty  ge ne ra tin g cap acity  
w ith in  th e Nation . At tac hed Ap pen dix  A lis ts  the va rio us  ut ili tie s,  to  whic h th is  ord er 
is spec ifica lly dir ected.  T hat  co mp ila tio n refl ect s inve sto r owne d ele ctr ic ut ili tie s whic h 
ar e spec ifica lly sub jec t to  all  Fe de ra l Po we r Act,  16  U.S.C. 7 9 1 (a ) et  seq., re gu lat or y 
pro vis ion s, as  well as  ot he r ut il it ie s,  in ve stor  owne d, pub licl y owned and coo per ativ ely  
own ed sys tem s, which ge ne ra te  ele ctric  pow er and ar e su bjec t to th e Coni mis sion’s 
re po rti ng  a ut ho ri ty  un de r the Fe de ra l Po wer  Act.
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fe rs  ta nd  an d redu ct ions  in  el ec tri ci ty  usa ge  to el im inate non-essential demands  
Nat ion-wide. As st at ed  in  th at  ord er,  th is  Com miss ion is pa rt ic ip at in g in the 
wo rk of Fe de ra l go ve rnme nta l au th or iti es  cha rged  w ith  a llo ca tio n re spon sib ili tie s 
ove r petrole um  su pp lie s f or  elec tri c u ti li ty  usage , am ong o the rs.
Th e Commission fu rt her  finds:

(1)  I t is necessa ry an d ap pr op ria te  in  the  pub lic  i nt er es t an d fo r th e purposes 
of the Fe de ra l Po we r Act , 16 U.S.C. 79 1(a) et  seq., pa rt ic ul ar ly  Sec tions 10, 19, 
20, 202, 205, 206, 207, 304, 309 and 311 t he reof  (41 St at . 1068-1070, 41 St at . 1073- 
1074, 49 St at . 848-849, 851-856, 858-859, 67 St at . 461; 16 U.S.C. 803, 812, 813, 
824a, 824d, 824e, 824f, 825c, 825h, 825 j) to prescr ibe the El ec tri c Util ity  Fu el 
Pl an ning  Rep or t F orm and  to  di rect  as  her ei na ft er  ordere d.

(2) Th ere  is good cause un de r ci rcum sta nces  se t fo rth in the re ci ta ls  to ma ke  
th e pro vis ion s of th is  or de r effect ive im me dia tel y an d with ou t the pr io r no tice 
an d pub lic proced ure pro vis ion s of Sec tion  553 o f Su bchapter  II  of Titl e 5 o f the  
Un ited St ates  Code, wh ich  pr ior not ice  and pub lic procedure  pro vis ion s ar e im
pr ac tic al  an d co nt ra ry  to the pub lic in te re st  in th is  ins tan ce.
Th e Com mission  ord ers:

(A)  Th ere  is hereby  pre scr ibed an  El ec tri c Util ity  Fuel Pl an ning  Re po rt 
Form, a s d es ign ate d in  Appendix  I  a tta ch ed  th ereto .

(B ) P art  141, St atem en ts an d Re po rts  (Sch ed ules ), Su bchapter D—Approve d 
Forms , Fe de ra l Po we r Act, Ch ap ter I, Titl e 18, Code  of Fe de ra l Re gu lat ion s, is 
hereby  am end ed by t he  ad di tio n of a  n ew Sec tion  141.300, to  re ad  as follows :

§ 141.300, F orm No. 23, E lec tric U til ity  Fuel P lann ing Re po rt Form.
Th is Form, com pri sed  of six  schedu les,  as ide nti fied he re in af te r, is des ign ed 

to secure  in fo rm at ion fro m ele ctr ic ut il iti es  on a  m onthl y basis  covering pro jec ted  
ele ctr ic ge ne ra tio n an d fue l req uir em ents.  I t is des igned to ser ve  governme nta l 
analyt ical , fue l al loca tio n an d regu la tory  purpo ses  du rin g the Na tion-w ide  fue l 
emergency.

The Form, prop er ly completed, shal l be filed mo nth ly wi th the Fe de ra l Po we r 
Commission, com mencing wi th the repo rt fo r Ja nuar y  1974. by al l elec tri c 
ut ili tie s which  ar e requ ire d to file Fe de ra l Po we r Com miss ion Fo rm  No. 4, 
Monthly Po we r P la n t Repor t, (id ent ifie d spec ifically  in Fe de ra l Po we r Com mis
sion Or de r No. 497, Appen dix  A) ; the filing to be in qu ad rupl icate an d 75 days  
in advance of th e beg inn ing  of th e mo nth  fo r which  da ta  ar e to be rep or ted , 
exc ept  fo r the  mo nth s of Ja nu ar y,  Feb ru ary an d Ma rch  1974. Re ports  fo r dat a 
coverin g th ese m on ths  sha ll be filed as  foll ows :

Ja nu ar y 197 If.— Re po rt to be filed by Dec emb er 18.197 3 ;
Febru ary  1971t.—Re po rt to be filed by Decembe r 31, 1973 ; and
March 1971f.—Re po rt to be filed by D ecembe r 31,1973.
Eac h repo rti ng  elec tri c ut il ity  shal l file one con for med copy of th e Elect ric  

Util ity  Fu el Pl an ni ng  Re port Fo rm  with  eac h of th e respective st at e public se rv 
ice commiss ions  (o r Governors in st at es  wh ere  th er e is no es tab lis he d st at e 
public ser vic e com mission  wi th public u ti li ty  regu la to ry  ju ris di ct ion over th e 
repo rting  u ti li ty ),  of th e st at e or st at es  in which  th e repo rting  ut il ity  op erates  
and such othe r st at es  which  ar e pa rt ly  or wholly  with in  the geograp hic  boun 
da rie s of he elec tri c re lia bi lit y counci l or cou ncils in wh ich  the  repo rti ng  u ti li ty  
pa rti cipa tes o r is  lo cated.

The E lectr ic U til ity  Fuel Plan ning  R eport  Form is co mprise d of :
Schedule 1, Pr oje cte d E nergy R eq ui remen ts and  Sourc es.
Schedule 2, Fu el R equi remen ts fo r Generat ion.
Schedule 3, Fu el  Re qu ire me nt Changes Re su lti ng  fro m Com pleted and  Sc he d

uled  Al ter ati on s, Add iti on s or Re tir em en ts in Sy stem  Generating  Plan ts Du rin g 
12 Month Per iod  Precedi ng En d of Su bjec t M onth.

Schedule 4, Pr ojec ted Fue l S tocks.
Schedu le 5, Oil S uppli ers.
Schedule 6. Po we r im po rt  C apa bil ity in Case of  Fu el Defi ciency.
(C)  P art  3, Su bc ha pter  A. Ch ap ter I, Ti tle  18, Code of Fe de ra l Re gu lat ion s, 

is hereby amend ed by  ad ding  Section 3.14 2( a ) (4 2) , to read  as  fo llow s :
§ 3.142 Approv ed form s, etc.
(a ) * * *
(42)  Fo rm  No. 23, El ec tri c U til ity —F uel Pl an ning  R ep ort Form
(§ 141.30 0of  th is  cha pt er ).
(D) Eac h elec tri c ut ili ty , as  specific ally  ide nti fied on Appendix  A, sh al l com

ple te and file th e El ec tri c Util ity  Fuel Pl an ning  Re po rt Fo rm in the man ne r 
set  for th  in  p ar ag ra ph  (B ) above.
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(E)  The Commission, in its contin uing review of thi s general subject matter , 
will ta ke such fu ture  actio ns as may be appropr iate .

(F ) This orde r and  the Commission’s R egulations as prescribed  herein,  shall  
take effect im media tely upon the issuance of this order .

(G) The  Sec reta ry sha ll cause prompt publicat ion of this order in the Federal  
Register.

By the  Commission.
(seal)

Kenneth F. Plumb,
Secretary.

List of Eectric Utility Systems To F ile FPC Form No. 23

Alabama Electric  Cooperative, Inc., Anda lusia , Ala.
Citizens  U tilities Co., Nogales Division, P.O. Box 511, Nogales, Ariz.
Southwestern  E lect ric Power Co., P.O. Box 1106, Sh reveport,  La.
Arizona Public Service  Co., P.O. Box 2501, Phoenix , Ariz.
California-Pacific  Uti litie s Co., 550 Cali forn ia St., San Francisco, Calif. 
Delm arva Power  & Light Co., 114 North  Division St., Salisbury, Md.
Potomac Ele ctric  Power Co., Room 812, Washington , D.C.
Idaho Power Co., P.O. Box 70, Boise, Idaho .
Bureau of Reclamatio n, Federal Build ing Attention Code 600, 5th and Fo rt St., 

Boise Idaho.
Western I llinois P owe r Cooperative,  Box 186, Pitts field, Ill.
Western Illinois Po wer Cooperative Inc., Winches ter, Ill.
Ind iana & Michigan Electri c Co., 2101 Spy Run Ave., Fort Wayne, Ind.
Iowa Illinois Gas & Elec tric  Co., 206 East Second St., Davenport,  Iowa.
The Potomac Edison  Co., Hagerstown, Md.
New Englan d Gas & Ele ctri c Association, 130 Aust in St., Cambridge, Mass.
New England Elec tric System, Turnpike Road, Westboro, Mass.
Consumers Power  Co., Jackson, Mich.
Union Elect ric Co., P.O. Box 149, St. Louis, Mo.
Montana-Dakota  Uti litie s Co., 400 North  Fourth St., Bismarck, N. Dak.
Sier ra Pacific Power  Co., P.O. Box 10100, Reno, Nev.
Public  Service Co. of New Hampshire, 1000 Elm St. Manchester, N.H.
Atla ntic  City Elec tric  Co., 16(H) Pacific Ave., Atlant ic City, N.J.
Atla ntic City Elec tric  Co., P.O. Box 71, Pennsgrove, N.J.
Niagara  Mohawk Power  Corp., 300 Erie  Blvd., West, Syracuse,  N.Y.
Wolverine Power Co., Jackson, Mich.
The D etro it Edison Co., 2000 Second Ave., Detroit,  Mich.
Interst ate Power Co., 1000 Main St., Dubuque, Iowa.
Otter T rai l Power  Co., Fergus F alls,  Minn.
United Pow er Association, Elk River, Minn.
Arkansas-M issour i Power  Co., 405 West Pa rk  St., Blythev ille, Ark.
Wes tern I llinoi s Power  Cooperative Inc., P.O. Box 186, Pit tsfield. Ill.
Empire D istr ict Electric Co.. 6th and Jopl in St., Joplin , Mo.
Phil ade lphia E'e ctr ic Co.. 2301 Market St., Philade lph ia, Pa.
West P enn Powe r Co., Cabin Hill, Greensburg, Pa.
South Carolina Ele ctr ic & Gas Co., 328 Main St., Columbia, S.C.
Black H ills  Power & Light Co.. Rapid City, S. Dak.
Tennessee Valley Authority,  732 Power Bldg., Cha ttano oga,  Tenn.
Beebee Is ’and Corp., 300 Er ie Blvd. West, Syracuse,  N.Y.
Moreau Manufactu ring  Corp., 300 Er ie Blvd. West. Syracuse, N.Y.
Minnkota Power  Corporation, Inc.. Grand  Forks, N.Dak.
Ohio Power Co., 301-315 Cleveland Ave., SW, Canto n, Ohio.
Cardinal Operating  Co., c/o  Ohio Power Co.. 301-315 Cleveland Ave.. SW., 

Canton. Ohio.
Beech Bottom Powe r Co., c/o  Ohio Power Company, 301-315 Cleveland Ave.. SW.. 

Canton. Ohio.
Pacific Power & Light Co.. Public Service Bldg., P ort land. Oreg.
Corps of Engineers, U.S. Army, North Pacif ic Division, 210 Custom House. 

Por tlan d, Ore.
Pennsylvania E 'ec tri c Co., 1001 Broad St., Johnstown, Pa.
Virginia Electric & Powe r Co., Seventh and  Frankli n Sts.. Richmond, Va.
The Wash ington Wate r Power Co., East 1411 Mission Ave., Spokane. Wash. 
Monongahela  Power Co., Fairmont,  W. Va.
Lake Su perior D ist ric t Power Co., Ashland. Wis.
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Nor thern States Pow er Co., 414 Nicollet St., Minneapolis . Minn.
Wisconsin-Michigan Powe r Co., 807 South Oneida St., Appleton, Wis.
Wisconsin Publ ic Service Corp., Senior  Vice President, GOO N. Adams St., Green 

Bay, Wis.
Dairyland  Power  Cooperative,  2615 Eas t Ave. South, La Crosse, Wis.
Community Public Service  Co., 501 West Six th St., F or t Worth, Tex.
El Paso  Electric Co., 215 North Stanton St., El Paso,  Tex.
Gulf Sta tes Uti liti es Co., P.O. Box 2951, Beaumont, Tex.,
Southwestern  Publ ic Service Co., P.O. Box 1261, Amaril lo, Tex.
Moon Electric  Associatio n Inc.,  P.O. Box 278, Roosevelt, Utah.
Cen tral  Vermont P ublic Sendee  Corp., 77 Grove St., Rutlan d, Vt.
Appalachian Powe r Co., Box 2021, Roanoke, Va.
Kentucky Power Co., Box 2021, Roanoke, Va.
Central  Opera ting Co., Box 2021, Roanoke, Va.
Burea u of Reclamatio n. Denver F ede ral Center Bldg. 20, Denver. Colo.
Pasadena Wa ter  & Pow er Department, Room 301, City Hall. Pasadena, Calif. 
Utah Power & Lig ht Co.. P.O. Box 899, Sal t Lake City, Utah.
The Western Colorado Powe r Co., P.O. Box 899, Salt Lake City, Utah. 
Indiana-Kentucky Ele ctr ic Corp.. P.O. Box 468, Piketo n. Ohio.
Ohio Valley Elec tric  Corp., P.O. Box 468, Piketon,  Ohio.
U.S. Army Engineer Distr ict , Lit tle  Rock, P.O. Box 867, Lit tle  Rock, Ark. 
Carolina Power  & Light Co., Raleigh, N.C.
Departm ent of Wate r & Power , city  of Los Angeles, P.O. Box 111, Los Angeles, 

Calif.
Central Telephone & Utili ty Corp.. P.O. Box 82888, Lincoln , Nebr.
Southern  Cali forn ia Edison Co., P.O. Box 800. 2244 Wa lnu t Grove Ave., Rose

mead, Calif.
Bureau of Reclamat ion, Fed era l Bldg., 2800 Cottage Way. Sacram ento, Calif. 
Bureau  of R eclamation.  P.O. Box 427, Bou lder City, Nev.
Burea u of R eclamation.  125 South Sta te St., S alt Lake  City, Utah.
Burea u of Reclamation, P.O. Box 864, Watertown, S. Dak.
The Connecticut Light & Powe r Co., % Northeast Ut ilit ies  Service Co., P.O. 

Box 270, Ha rtfo rd,  Conn.
Conn Yankee Atomic  Power Co., P.O. Box 270, Har tfo rd,  Conn.
The Ha rtfo rd Elec tric  Lig ht Co., c/o  Northeas t Uti liti es Service Co., P.O. Box 

270, Ha rtfo rd,  Conn.
The Millstone Poi nt Co., % Northeast Uti litie s Service Co., P.O. Box 270, 

Ha rtfo rd,  Conn.
Holyoke Wate r Powe r Co.. % Northe ast Uti liti es Service Co., P.O. Box 270, 

Hartfo rd,  Conn.
Western Massach uset ts Electric Co., % Northeas t Uti litie s Service Co., P.O. 

Box 270, H art ford. Conn.
Corps of Engineers , Blak ely Mountain Field Office, P.O. Box 4, Moun tain Pine, 

A.rk
U.S. Army Engineer Dis tric t, Omaha. 6012 U.S. Post  Office and Courthouse . 215 

North 17th St.. Omaha, Nebr.
South Beloit Na tur al Gas & Elecr tic Co., P.O. Box 192, 22 West Washing ton 

Ave., Madison, Wis.
Wisconsin Power & Light Co., 222 West Washing ton Ave., P.O. Box 192. Madison, 

Wis.
U.S. Engineer Office, 306 Fe deral  Office Bldg.. Nashvi lle, Tenn.
Maine Public Service  Co., P resq ue Is le, Maine.
Maine Yankee Atomic  Pow er Co., 9 Green St., Augusta, Maine.
Rangeley Power  Co., 465 Congress St., Room 604, Portla nd,  Maine.
Vinalhaven Light & Power  Co.. Vinalhaven, Maine.
Lewiston Pub lic Works, Isl and Ave., Lewiston. Maine.
Lubec W ate r & Electr ic Distr ict , 24 Wa ter  St., Lubec. Maine.
Madison Elec tric  Works Department.  Madison, Maine.
U.S. Dis tric t Engineer,  P.O. Box 889, Savannah,  Ga.
Corps of Engineers , Allatoona-Buford Pro ject , P.O. Box 767, Carter svill e, Ga. 
Di str ict  Engineer, U.S. Army Engineer  Dis tric t, Wilmington, P.O. Box 1890,

Wilmington, N.C.
Bangor Hydroelectri c Co.. Bangor , Maine.
Cen tral  Maine P ower Co., Augusta, Maine.
Village  of Hardwick, Harwick, Vt.
Lyndonville E lect ric P lan t, Lyndonvil le, Vt.
Village of  Morrisv ille, Morr isville , Vt.
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Village of Swanton, Swanton, Vt.
Boston Edison Co., 800 Boylston St., Boston, Mass.
Fitchb urg  Gas & Electri c Light  Co., 655 Main  St., F itchburg , Mass.Montaup Electric  Co., P.O. Box 391, F all River, Mass.
Easte rn Maine E lect ric Coop., Calais, Maine.
Sw’ans Is land E lectric  Coopera tive Inc., Min turn , Maine.
Citizens U tilit ies Co., Newport Ele ctric Divis ion, Newport, Vt.
Green Mountain Po wer Corp., 1 Main St., Burlington, Vt.
Vermont Yankee Nuclear  Power Corp., 77 Grove St., Rut land , Vt.Barton Village, Inc., Ba rton , Vt.
Bur ling ton Ele ctri c Light Depar tmen t, Room 10, City  Hall, Burlington, Vt. Municipal Electri c Plant , Enosburg Falls , Vt.
Tau nton Municipa l L ighting Pl ant , 55 We ir St., Taunton, Mass.
Blackstone  Valley Elec tric Co., P.O. Box 1111, Lincoln, R.I.
Isla nd Ligh t & Power Co., Block Is land , R .I.
Newpor t Electr ic Corp., Newport, R.I.
City of  Providence  Water Supply Board, 552 Academy Ave., Providence,  R.I.  Bozrah Light & Power  Co., Gilman, Conn.
Farmington R iver  Power Co., New Br ita in,  Conn.
The United Illuminat ing  Co., 80 Temple St., New H aven, Conn.
Nantucket Gas & Electri c Co., 10 Federa l St. , Nantucket, Mass.Yankee Atomic Electr ic Co., Rowe, Mass.
Brain tree E lectric  Light Department, E as t Braintree,  Mass.
Holyoke, City of, Gas & Electric  Depar tment  Municipal Elec tric  Station, Cabot St., Holyoke. Mass.
Hudson L ight  & Power Departm ent, Hudson, Mass.
Ipswich W ate r & Light Depar tmen t, Ipswich, Mass.
Marblehead Municipal L ight  Departm ent,  Marblehead, Mass.
Metropolitan Di str ict  Community Wate r Division, 20 Sumerset St., Boston, Mass.
Peabody Elect ric Ligh t Department . Peabody, Mass.
New York S tat e E lect ric & Gas Corp.. P.O. Box 287, Ithac a, N.Y.
Orange & Rockland U tility Inc., 75 West Route 59, Spring  Valley, N.Y.Rochester  Gas & Electr ic Corp., 89 East Ave., Roches ter, N.Y.
Village of Freep ort,  Municipal Bldg., 46 N orth  Ocean Ave., Long Island, N.Y. Gouverneur E lect ric P lan t, Gouverneur, N.Y.
Greenport Electric  Light Depar tmen t, G reenport , N.Y.
Jamestown Board of Public Utili ties.  200-212 Eas t Third  St., Jamestown, N.Y. Village of Lake Placid,  Lake Placid, N.Y.
Dep artm ents of Publ ic Works,  Bureau of Canals, P.O. Box 346, Cohoes, N.Y. Norwich Depar tme nt of  Public Utili ty, 34 Shetuck et St., Norwich, Conn.The South Norw alk Electric  Works, South Norwalk , Conn.
Department of Public Utili ties, Electric Division, General Manager, P.O. Box 190, Wallingford, Conn.
Cen tral  Hudson Gas & Electric  Corp., South Road, Poughkeepsie, N.Y. Consolidated Edison Co., N.Y. Inc., 4 Irv ing  Pl., New York. N.Y.Dex ter H ydro -Electric  Corp.. P.O. Box 15, Dexter , N.Y.
Lawrence P ark H.L. & P. Co., Bronxville, N.Y.
Long Is land Lighting Co., Old Country Rd., Mineola, Long Isl and. N.Y.Public  Service Elec tric  & Gas Co.. 80 Park  Pl. , Newark, N.J.
Passaic  Valley W ate r Commission, P.O. Box 203, Clifton, N.J.City of Vineland. Elec tric  Utili ties, Vineland. N.J.
Duquesne L ight  Co., 435 Sixth Ave., Pit tsb urg h, Pa.
Metropolitan Edison Co., P.O. Box 542, Read ing. Pa.
Pennsylvania Pow er Co.. New Castle, Pa.
Pennsylvania Powe r & Light Co., 9th and  Hami lton  Sts., Allentown. Pa.Power A uthority of Sta te of New York. The Coliseum Tower. 10 Columbus Circle, New’ York, N.Y.
Village of Rockville Centre, Rockville Cent re, N.Y.
Springville Electric Light & Power Co., Springv ille. N.Y.
Watertown Municipal Elec tric Plant. Watertown , N.Y.
Jersey  Central Power & Light Co., Madison Ave. at  Punch Bowl Rd., Morristown, N.J.
The Cincinnat i Gas and Elec tric Co.. Fo ur th and Main Sts., Cincinnati , Ohio. Cleveland Ele ctri c Illumin atin g Co., Illum ina ting Bldg., Cleveland, Ohio. Columbus & South Ohio Electric Co.. 215 No rth Fro nt St., Columbus, Ohio.The Dayton Power and Light Co., 25 North Main St.. Dayton. Ohio.Ohio Edison Co.. Akron.  Ohio.



The  To led o Edi so n Co., 300  Mad ison  Ave ., To led o, Ohio.
A rc an um  W at er an d E le c tr ic  L ig ht P la n t,  A rc an um , Ohio.
B ry an  Mun ic ipal  Lig ht  and  W at er , 841 E a s t Edger to n St ., B ry an  Ohio.
Cel in a Mun ic ipal  L ig ht  D ep ar tm en t,  Celi na , Ohio.
Saf e H arb or W ate r Pow er  Co., R.D . 2, L ancast er Co un ty , Co ne sto ga , Pa .
Ug i Corp. , Luz er ne  E le ctr ic  Div isi on , 207 W yo ming Ave., K in gs to n,  Pa .
B or ou gh  of  Cha m be rs bu rg , Cha m be rs bu rg . 1’a.
G ir a rd  B oro M un ic ipal  L ig h t P la n t,  G ir ar d , Pa.
H at fi el d Bo ro E le ct ri c L ig h t D ep ar tm en t,  Hat field,  Pa .
L an sd al e Bo ro E le ct ri c D ep ar tm en t,  Lan sd al e,  Pa .
Nap oleo n W W and E le ctr ic  L ig ht P la n t,  Nap ole on , Oh io.
City  o f N ew ton Fal ls , 19 N ort h  Can al  St. , New ton Fal ls , Oh io.
O be rl in  L ig ht  a nd  P ow er  Sy stem , Obe rli n,  Ohio.
O rr vil le  M un ic ipal  U ti li ti es , 1115 P err y  St ., O rrvi lle , Oh io.
Pai ne sv il le  E le ct ri c L ig ht  D ep ar tm en t,  Pai ne sv il le , Ohio.
P iq ua Mun ic ipal  Pow er  P la n t,  Piq ua,  Ohio.
R ea di ng  Lig ht  an d W ate r P la n t,  Pik e and M ar ket  St s.,  Rea ding , Ohio. 
C leve land  City  o f, 1201 Lak es id e Ave., Cleve land , Ohio.
Co lumbu s Div is ion of  E le ct ri ci ty , Ro om  127, Ci ty  H al l, Co lum bus, Ohio.
Dov er  E le ct ri c L ig ht  & P ow er  P la n t,  Do ver, Ohio.
E ast P al es tine L ig ht  & W ate r Works , E as t P al es tine,  O hio .
H am il to n  M un ic ipal  E le c tr ic  P la n t,  950 N or th  T hir d  St. , H am il to n,  Ohio.
City  of  Le ba no n,  Ci ty  H al l, Le ba no n,  Ohio.
B lu ff to n L ig ht  & W ate r W or ks , Bl uf fto n,  In d.
C ra w fo rd sv il le  E le ct ri c L ig h t & Po wer  P la n t,  M un ic ipal  Bldg ., C ra w sf or ds vi lle,  

In d.
F o rt  W ay ne  L ig ht  & Powder, Ci ty  Cou nty Bldg ., 1 M ain St ., F o rt  W ay ne , In d.  
F o rt  W ay ne  W ate r W or ks , F o rt  W ay ne , In d.
F ra n k fo rt  L ig ht  & Pow er  P la n t,  F ra nk fo rt , In d.
Ja sp e r M un ic ipal  D ep ar tm en t,  Ja sp er , In d.
L og an sp or t E le ct ri c L ig ht & Pow er  P la n t,  Log an sp or t, In d.
P eru  E le ct ri c L ig ht  & Pow er  D ep ar tm en t,  Peru , In d.
St . M ar ys  E le ct ri c L ig ht Co.,  St.  Marys , Ohio.
Sh elb y M un ic ipal  L ig ht  P la n ts , Sh elb y, Ohio.
M un ic ip al ity of  Tip p Ci ty , M un ic ipal  Bldg ., 3 E ast  M ain St. , T ip p Ci ty,  Ohio. 
Woodsf ield E le ct ri c L ig ht  P la n t,  Woodsf ield , Ohio.
Com mon wea lth  E di so n Co., In d ia na, 1 F ir s t N at io nal  P la za , P.O. Bo x 767, Chi 

cago,  Ill .
In d ia napoli s Pow er  & L ig ht Co., In di an ap ol is , In d.
N ort hern  I nd ia na Pub lic Se rv ic e Co., 5265 H oh m an  Ave., Ham mon d,  Ind.
Pub lic Se rv ice Co. of  In d ia na , Inc. , 1000 E ast Main St ., Pla in field,  In d.
Sou th er n In d ia na  Ga s & E le c tr ic  Co., Eva ns vi lle,  In d.
Il lino is  Pow er  Co., 500 South  27 th  St. , D ec at ur,  Ill .
Mou nt  Carmel  Pub lic U ti li ty  Co., Mou nt  Carmel , Ill .
N orth  Co un tie s H ydro ele ctr ic  Co., 1603 O rr in gto n Ave., Eva ns to n,  Ill .
A lta m on t, ci ty  of , A ltam ont , Ill .
B re es e W ate r & Lig ht D ep ar tm en t.  Br ee se , Il l.
Bus hn el l M un ic ipal E le ctr ic  L ig ht  & Po w er  U ti li ti es , 560 E ast  Main  St. . Bus hn el l, 

Il l.
C ar ly le  E le ct ri c & W ate r D ep ar tm en t,  Box 162, Car ly le , Ill .
Car m i W at er , L ig ht  & P ow er  P la n t,  Carmi, Il l.
The  M etro  S an it ary  D is tr ic t.  100 E ast  E ri e  St. . Ch ica go , Ill .
R en ss el ae r M un ic ipal  P ow er  P la n t.  Ren ss el ae r, In d.
Richm on d Pow er  & Lig ht , 32 So uth 8t h St ., Ri ch mon d.  In d.
W as hi ng to n Light  & Po w er , W as hi ng ton.  In d.
H oo sier  En er gy  Div is ion,  In d ia na  S ta te w id e R ura l E le ct ri c Co op erat ive.  Inc. , 

P.O . Bo x 908, Bl oo mington , In d.
C entr al Il lino is  L ig ht  Co.. 300 Li be rty  St. . Peo ri a,  Ill .
C en tr al Il lino is  Pub lic Ser vi ce  Co., 607 E ast  Ada ms St. . Sp rin gf iel d,  Il l. 
Co mmon wea lth  Edi so n Co., 1 F ir s t N at io nal  Pla za . P.O. Box 767, Ch ica go , Il l. 
E le ct ri c Ene rgy,  Inc. , P.O . Bo x 165. Jo pp a.  Il l.
P eru  Lig ht  P la n t,  Per u. Il l.
P ri nce to n Lig ht  D ep ar tm en t,  Princ et on , Ill .
R an to ul Lig ht  & Pow er  P la n t.  R an to ul . Ill .
Red  Bud  Po wer , L ig ht  & W ate r P la n t,  Re d Bu d, Ill .
Ro chell e, ci ty  of, Ro ch ell e, Il l.
Roo dh ou se  M un ic ipal  L ig ht & Pow er  D ep ar tm en t,  Roo dh ou se , Ill .



Sp rin gf ie ld  W at er,  L ig ht & Po w er  D ep ar tm en t,  Sp rin gf iel d,  Ill .
The  c ity of  Sul liva n,  Su lli va n.  Ill .
Fai rf ie ld  M un ic ip al  Light  P la nt.  107 N ort heast  Secon d St. , Fai rf ie ld , Ill . 
F a n n e r Ci ty , W ate r & Li gh t P la n t,  F a rm er Ci ty , Ill .
Fre eb urg  M un ic ipal  Lig ht  P la n t,  Fre eb urg , Il l.
Ge neseo  M un ic ipal  E le ct ri c L ig ht  & Pow er  U til it ie s,  Bo x 167, Genes eo,  Il l. 
H ig hla nd  E le ctr ic  L ig ht  P la nt,  H ig hl an d.  Il l.
Ja ck so nv il le  M un ic ipal  E le ct ri c P la n t.  Ja ck so nv il le , Ill .
McL eansbo ro , c ity of, McL eansb oro , Ill .
M ar sh al l U ti li ty  D ep ar tm en t, M ar sh al l, Il l.
M as co ut ah  L ig ht  & Po w er  P la n t.  M as co ut ah , Ill .
Upp er  P en in su la  Po w er  Co.. 616 Sh eld en  A ve. , Hou gh ton,  Mic h.
C ity of  Bes se m er  L ig ht U til ity,  Be ssem er , Mich.
Cha rle vo ix , ci ty  o f, Cha rle vo ix , Mich .
Clin to n L ig ht  & W ate r P la nt,  Clin ton,  Mich.
Col dw at er  B oa rd  o f Pu bl ic  W orks , Col dw at er , Mic h.
C ry st al  F all s L ig ht  & W ate r D ep ar tm en t,  C ry st al  Fal ls , Mich.
D et ro it  Pub lic L ig ht in g Co mm iss ion , M or re ll St.  & Je ff er so n Ave ., D et ro it , Mich . 
Dow eg iac  B oar d  o f P ub lic W orks , D ow ag iac,  M ich .
City  of  G lads to n,  G lads tone , Mich.
W at er lo o L ig ht  & P ow er  D ep ar tm en t, W at er lo o,  Ill .
W in ne tk a,  vi lla ge  o f, W in ne tk a,  Ill .
Sou th er n Il linois  P ow er  C oo pe ra tiv e,  P.O . Bo x 143, M ar ion,  Ill .
Alpen a Pow er  Co.. Alpen a, Mich .
Edi so n Sau lt  E le ct ri c Co., Ed iso n Bldg. . S au lt  Ste . M ar ie,  Mich.
Michiga n Pow er  Co. , Thr ee  R iver s,  Mic h.
Upp er  P enin su la  G en er at in g Co., M ar quet te , Mich.
New be rry W ate r & L ig ht  Boa rd , New be rry,  Mic h.
Nile s Boa rd  of  P ub lic Works , Ni les , Mich.
City of  N orway , Norway , Mich.
Paw  P aw  D epart m ent of  P ub lic  W orks , P aw  P aw , Mich .
City  o f P ort la nd , Port la nd, Mich.
St . Lo uis M un ic ipal  E le ct ri c U til ity , St. Lo ui s, Mic h.
Se be waing  E le ct ri c L ig ht P la n t,  Se be waing , Mich.
City of  Stu rg is , P.O . Box 280, Stu rg is , Mi ch.
T ra vers e  C ity  L ig ht  & P ow er  D ep ar tm en t,  T ra vers e  C ity , M ich .
G ra nd H av en  B oa rd  o f Pu bl ic  W orks , G ra nd  H av en , Mich.
H a rt  H yd ro  E le tr ic  Sy ste m, H art , Mich.
H il ls dal e B oa rd  o f Pu bl ic  W orks , H il ls dal e,  Mich.
H ol la nd  B oa rd  o f P ub lic W orks , H ol la nd , Mich.
B oa rd  o f W ate r & L ight , 123 W es t O tt aw a St ., Lan sing . Mich.
Lo we ll M un ic ipal  U til it ie s,  L ow ell , Mic h.
B oa rd  of  L ig ht  & Po wer , C ity  of  M ar quet te . P.O. Box 40. M ar qu et te , Mic h. 
M ar sh al l E le ctr ic  & W ate r W orks , M ar sh al l,  Mic h.
D ah lb er g L ig ht  & Pow er  Co., Go rdo n, Wis.
M ad ison  G as  & E le ct ri c Co., P.O. B ox  1231, M ad ison , Wis.
N orth  C en tr al  P ow er  Co., Inc ., Rad isso n.  W is.
N or th w es te rn  W isco ns in  E le ct ri c Co., G ra nts burg , Wis.
P io nee r Pow er  & L ig ht  Co., W estfi eld , Wis.
Supe rior  W at er , L ig ht & P ow er  Co., Supe rior,  W is.
W hi te  R iv er  P ow er  Co., 443 M ou nt  V erno n S tr eet,  O shkosh , Wis.
W isco ns in  E le ctr ic  P ow er  Co., Pub lic Se rv ice Bui ld in g,  M ilw au ke e,  W is.
Union  C ity , Vill ag e of. Un ion  C ity , Mic h.
U.S.  E ng in ee rs , St . M ar ys  F al ls , Sau lt  Ste.  M ar ie . Mich.
W yan do tte D ep art m ent of  M un ic ipal  Se rv ices , W yan do tte,  Mic h.
Zee land  City L ig ht & Pow er  D ep ar tm en t,  347 E ast  W as hi ng to n Ave ., Ze ela nd , Mich.
N ort li te rn  M ichiga n E le ct ri c Coo pe ra tiv e,  In c. , Bo yn e Ci ty , Mich.
Thu m b E le ct ri c Coo pe ra tiv e of  Michiga n,  Ub ly,  M ich.
W ol ve rine  E le ctr ic  Coo pe ra tiv e,  Inc.,  302  South  W arr en  Ave ., Big R ap id s,  Mich.  
Con so lida ted W ate r Pow er  Co., W isco ns in  R ap id s,  Wis.
K au kauna E le ctr ic  & W ate r D ep ar tm en t,  K au kauna, Wis.
L aF arg e  M un ic ip al  E le ct ri c Co., L aF ar ge , Wis.
M an ito woc  Pub lic U ti li ti es  Co mm iss ion , P.O . Bo x 278, 1303 So uth E ig h th  S t-  

M an ito woc , Wis.
M ar sh fie ld  E le ctr ic  & W ate r D ep ar tm en t, P.O.  B ox  655, Marsh fie ld . Wis.
M en as ha  E le ctr ic  & W ate r U til it ie s,  M en as ha , Wis.
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M erril lan L igh t & Wa te r D ep ar tm en t, Merr ill an , Wis.
Muscoda L igh t & Pow er Co., Muscoda , Wis.
New Lisbon  E lec tri c L ight  & W at er  Plant , New Lisbon, Wis.
Ri ch lan d C en ter  Mu nic ipa l E lect ric & W ater  Util ity , Ri ch lan d Cente r, Wis. 
Wisconsin R iver Power Co., W isconsin  Ra pids, Wis.
Arcad ia  E lec tri c & Wat er  Pl an t,  A rcad ia,  Wis.
Ba rron  Li gh t & Wa te r Comm ission, Ba rro n, Wis.
Black  River  Fal ls El ec tri c Util ity , Black  R iver  Fa lls , W is.
Ce da rburg L igh t & Wa te r C omm issio n, Cedar burg,  Wis.
Cu mb erl and Mu nic ipa l U til ity , Cumb erland , Wis.
Elroy  M unicipal E lectr ic Util ity , El roy , Wis.
Fenn im ore U tili tie s, 830 Lin coln Ave., F enn imore , W is.
Gresh am  W ate r, Po wer & Ele ct ric Pl an t, Gre sham,  Wis.
Aus tin  U tili ties, P.O. B ox 368, Aus tin , Minn.
Mu nic ipa l L igh t & Po wer , B loomin g Pra iri e,  Minn.
Blu e E ar th  L igh t & W ater  D ep ar tm en t, Blue E ar th . Minn.
Bu hl Pu bli c U til iti es  De pa rtm en t, Buh l, Minn.
De lan o M unicipal Po we r P lant , Delano , Minn.
El k R iver  Pu blic Util iti es  Co., E lk  River, Minn.
Fa irm on t W ater  & Light  Co mmission, Fa irm on t, Minn.
Glencoe M unicipal Ligh t & Powe r De pa rtm en t, Glencoe, Minn.
Ri ve r Fa lls  Municipal Util ity , Ri ve r Falls , Wis.
Stough ton  E lec tri c Ut ili ty,  S tou gh ton , Wis.
Two R ivers  W ater  & L ight  De pa rtm en t, Two Riv ers , Wis.
Ocon to E lectr ic Coo perativ e, Ro ute 1, Box 125, Ocon to Fa lls , W is.
Washin gto n Is land  E lectr ic Coope rat ive , Washin gto n Isl and,  W is.
Bl an din Po we r Co., Gran d Ra pid s, Minn.
Minneso ta Po we r & L ight  Co., D uluth,  Minn.
Pu bli c U til iti es  Commission , A itk in,  Minn.
Alexa nd ria  B oard of P ub lic  Work s, Alexandria,  Minn.
Luverne,  C ity of, L uve rne , Minn.
Ma del ia Munic ipa l L igh t & Power  P lant , Box 24, Madel ia, Minn .
Madiso n, City of, P ow er P lant , Madiso n, Minn.
Marshall  M unicipal Util iti es , Marshall , Minn.
Moorhead  W ater  & Ligh t Dep ar tm en t, Moorhead  Po we r Pl an t, 519 Elm  St., 

South , Moorhead, Minn.
Moose L ake W at er  & L ight  Commission, Moose L ake , Minn.
Mora L ight  & Pow er P lant , Mora, Minn.
Mounta in Lake  Municipal Li gh t & Pow er Pl an t, Mounta in Lak e, Minn.
Wate r, Lig ht, Power & B ui ld ing C ommission, New Pr ag ue , Minn.
Pu bli c Util iti es  Com mission, Vi llage  of Gr and M ara is,  G ran d Mara is,  Minn. 
Grani te  F al ls Ligh t & W ater  D ep ar tm en t, Gra ni te  Fa lls , Minn.
Hibbing Pu bli c Util iti es  Com miss ion.  Eas t 19th  St., an d Sixth  Ave., Ea st , Hib

bing , Minn.
Hu tch inson Mu nic ipa l E lect ric  P la nt , Hu tch ins on. Minn.
Mu nic ipa l Ut ilit ies , Main St., Ja ne sv ill e,  Minn.
Kenyon  M unicipal Ut ili tie s, Ken yon , Minn.
La ke  Cr ys ta l Munic ipa l L ight  Pl an t,  L ake C rysta l, Minn.
Le Su eu r M unicipal Ut ili tie s, Le Sueur , Minn.
Litchf ield  L igh t & Pow er P lant , Litc hfie ld, Minn.
Pu bli c Ut ili ty  Com miss ion Ele ct ric & W at er  Dep artm en t, 104 South  Sec tion  

Ave., Sp ring Valley, Minn.
Th ief R iver  F all s W ater  & L ight  D ep artm en t, Th ief  R iver Fa lls , Minn.
Tr um an  M unic ipal  L ight  D ep ar tm en t, Trum an, Minn.
Two  H arbo rs  E lec tric Ligh t D ep ar tm en t, Two H arbo rs,  Minn.
Dep ar tm en t o f Pub lic  U til iti es , Virginia , Minn.
W ar re n Wate r, Ligh t & Pow er Dep ar tm en t, W ar ren,  Minn.
Wells Pu bli c U tili tie s, Wells. Minn.
West bro ok Municipal Ligh t & Powe r P lant , We stbroo k. Minn.
Mu nic ipa l U til iti es  Commission, Willm ar.  Minn.
Pu bli c Util iti es  Commission , N ew Ulm, Minn.
No rth  Br an ch  W ater  & L igh t Com miss ion,  N orth  Branch , Minn.
Ow ato nna Munic ipa l U til iti es  System, O waton na, Minn.
Pr ince ton Munic ipa l E lect ric  P la nt , Princeto n. Minn.
Ro chest er Depar tm en t o f P ub lic  U til iti es , 506 F ir st  Ave., NE.,  R oches ter , Minn. 
Pu bli c Util iti es  Commission , R edw ood  F all s, Minn.
Ro sea u Mu nic ipa l L igh t P lant , P.O. Box 307, Rosea u. Minn.
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Slee py  E ye  L ig h t & P ow er , Sle epy Ey e, Minn .
Sp rin gf ie ld  L ig h t & W ate r D ep ar tm en t,  Pub lic U ti li ti es  Co mm iss ion , Sp ring  

field, Mi nn.
A lta  M un ic ipal  E le ct ri c Sy ste m,  A lta . Iowa.
Am es E le ct ri c D ep ar tm en t,  A mes, Iowa.
A ni ta  M un ic ip al  U ti li ty , Ani ta , Iowa.
A tl an ti c  M un ic ipal  U ti li ties , A tla nt ic , Iowa.
B ancro ft  M un ic ipal  E le ct ri c P la n t,  B an cr oft , Iowa.
Bel levu e M un ic ipal  Lig ht  D ep ar tm en t,  B el levu e,  Iowa.
Bloomf ield L ig h t & W ate r D ep ar tm en t,  Bl oomf ield, Iowa.
Bro ok lyn M un ic ip al  E le ct ri c P la nt,  B ro ok ly n,  Io wa.
Cas ca de  M un ic ipal  E le ct ri c P la n t,  C as ca de , Io w a.
City of  W or th in gt on , W or th in gt on , Mi nn.
Io w a E le ct ri c L ig ht & P ow er  Co., Ced ar  R apid s Iowa.
Iw a Pow er  & L ig ht Co., Des Moines, Iowa.
Io w a Pub lic Se rv ice Co., 502 S ix th  S t., Siou x Ci ty , Iowa.
Io w a Sou th er n U ti li ti es Co., C en te rv ill e,  I ow a.
Ac kle y E le ct ri c L ig ht  & Po wer  D ep ar tm en t,  A ck ley , Iowa.
Algona  L ig ht  & W ate r P la n t,  A lgo na, Io w a.
G ru nd y Cen te r M un ni cipa l L ig ht & P ow er  D ep ar tm en t,  G ru nd y Ce nter , Io wa.
City  o f H arl an , H arl an , Iowa.
Ci ty  o f Inde pe nd en ce , Inde pe nd en ce , Io wa.
In di an ol a M un ic ipal  U til it ie s,  I nd ia nola , Io w a.
Lak e M ills, M un ic ip al  L ig ht P la n t,  L ak e M ill s, Io wa.
La mon i M un ic ipal  U til it ie s,  La mo ni , Iowa.
L ap or te  C ity  U til it ie s,  L ap or te  C ity , Io w a.
Ced ar  F al ls  U ti li ti es , 612 E ast  12th St ., C ed ar  Fal ls , Io wa.
Coo n R ap id s M un ic ip al  U ti li ties , Coon R ap id s,  Iowa.
Den iso n M un ic ipal  U til it ie s,  Den iso n, Io wa.
E st her vil le  M un ic ip al  Lig ht  P la n t,  E st her vil le , Iowa.
F ore st  C ity  M un ic ipal  U til it ie s,  F ore st  C ity , Iowa.
Gow rie  L ig ht & W ate r P la n t,  Go wr ie,  I ow a.
G ra nd  J uncti on  M un ic ip al  L ig ht  P la n t,  G ra nd  J unc tion, Iowa.
M un ic ipal  U ti li ti es , Gr eenfi eld , Iowa.
Ne w H am pt on  L ig h t P la n t & W ate r W or ks , Ne w H am pt on , Iowa.
Og den M un ic ipal  U ti li ti es , Ogden , Iowa.
Ora ng e Ci ty  M un ic ip al  L ig ht  P la n t,  P .O. Box  516, O ra ng e Ci ty , Iowa.
Os age M un ic ip al  L ig ht & P ow er , 7tl i and  C hest nu t Sts ., Os age, Iowa.
O ttum w a W ate r W or ks , O ttu m wa,  I ow a.
Pel la  M un ic ipal  E le ct ri c P la nt.  Pe lla , Iowa.
To wn of  P re st on , Pre st on,  Iow a.
Re msen M un ic ipal  U til it ie s,  R em sen, Io wa.
Roc kf or d M un ic ip al  L ig ht P la n t,  Roc kf or d,  Io w a.
Le no x M un ic ipal  L ig ht P la nt,  Lenox . Io wa.
M an ni ng  M un ic ipal  L ig ht P la nt,  M an ning , Io wa.
M aq uo ke ta  M un ic ip al  Lig ht  D ep ar tm en t, M aq uo ke ta . Iowa .
M cG rego r M un ic ip al  E le ct ri c P la nt,  M cG rego r, Iowa.
M ilf or d M un ic ipal  L ig ht  P la nt.  M ilf ord,  Io w a.
Mon tezu ma M un ic ip al  Lig ht  P la nt,  P .O.  Bo x 65, M on tezu ma,  Iowa.
Mt. P le asa n t M un ic ip al  U til it ie s,  509 N orth  A da m s St. , M ou nt  P le as an t,  Iowa.  
M us ca tin e M un ic ip al  E le ct ri c P la nt,  M us ca tin e,  I ow a.
T ra er L ig ht  & W ate r P la n t,  T ra er,  Iowa.
Vill isc a M un ic ip al  Pow er  P la nt,  Vi lli sca,  Io w a.
Vin ton Po w er  & L ig ht D ep ar tm en t, Vin ton,  Io w a.
W av er ly  M un ic ipal  U ti li ti es , 1500 W es t B re m er A ve.,  W av er ly , Iowa.
W eb ster  C ity  L ig ht  & Pow er  Plant , W eb st er  C ity , Iowa.
W es t Be nd  M un ic ipal  L ig ht P la nt,  W es t Ben d,  Iowa.
W es t L ib er ty  E le ct ri c L ig ht  P la n t,  W es t L ib er ty , Iowa.
W hi ttem or e L ig ht & P ow er  P la nt,  W hit te m ore , Iowa.
W in te rs e t L ig ht  & P ow er  P la nt.  W in te rs et,  Io w a.
Rock R ap id s M un ic ipal  U til it ie s,  Ro ck R ap id s,  Iowa.
Se ym ou r Light  & W ate r Works , Se ym ou r, Io wa.
Ci ty  o f Sib ley . Sibley , Iowa.
Mun ic ipal U ti li ti es , Si>encer, Iowa.
S ta te  C en te r E le ct ri c Lig ht  P la nt,  S ta te  C en te r.  Iowa.
St or y Ci ty  Lig ht  D ep ar tm en t,  St or y Ci ty , Io w a.
S tr aw berr y  P oin t L ig ht & W ate r D ep art m ent,  S tr aw berr y  P oi nt , Iowa.



St ua rt Light & Pow er System, Stua rt,  Iowa.
Sumner Municipal  Light P lan t, Sumner , Iowa.
Sho-Me Power Corp., Marshfield, Mo.
Albany Ligh t & Water P lan t, Albany , Mo.
Bethany  W ater & Light P lan t, Bethany, Mo.
Bu tler Light & Wate r Service, B utler,  Mo.
Campbell Light  & Water Depa rtment , Campbell, Mo.
Canto n Light & Water D epartment,  Canton, Mo.
Car roll ton Munic ipal U tilities, 201 W est Benton, C arro llton , Mo.
Carthage  Wa ter  & Electri c P lan t, 140 East Third Stree t, Car thag e, Mo.
Chill icothe  Munic ipal Utilit ies,  Chi llicothe , Mo.
Central Iowa Power Cooperat ive, P.O. Box 389, Marion, Iowa.
Corn Belt Power Cooperative, Humboldt, Iowa.
Easte rn Iowa Light & Power Cooperative, East Fi fth  and Sycamore Sts., Wilton 

Junction, Iowa.
Kansa s Ci ty Power & Light Co., P.O. Box 679, Ka nsa s City, Mo.
Missouri Power  & Light Co., P.O. Box 780, Jefferson  City, Mo.
Missouri Public Service Co., 10700 Ea st 50 Highway. Kansas City, Mo.
Missouri Utilit ies Co., Cape Gi rardea u, Mo.
St. Joseph Light & Power Co., 112 South Second Street, St. Joseph, Mo.
Kenne tt Municipal Ligh t & Power, Kennett, Mo.
City of La Pla ta,  La Pla ta,  Mo.
Macon Municipal Utili ties,  121-123 W est Bourke. Macon, Mo.
Malden, Board of Public  Works, Malden, Mo.
Marceline, City of, Marceline, Mo.
Marshal l Municipal Util ities , M arshall, Mo.
Memphis Municipal Light Pla nt,  Memphis, Mo.
Monroe City Ligh t & Power D epartment,  Monroe City, Mo.
Odessa Municipal Light P lan t, Odessa, Mo.
Columbia Wa ter & Light Dep artm ent,  Municipal Building, Columbia. Mo.
U.S. Army Engineers Dis tric t, Kansas City, 700 Federal  Office Buliding, 601 

Ea st 12tli Street. Kansas City, Mo.
Fayette  W ater & Lig ht Department , F aye tte,  Mo.
Ful ton Water, L ight  & Pow er Plan t. Fulton, Mo.
Han nibal Board of Public W orks, Hanniba l, Mo.
Har riso nvi lle Wa ter & Light  Dep artm ent.  712 North Independence St., Ha rris on

ville, Mo.
City Power & Ligh t Dep artm ent.  420 South Main. Independence, Mo.
Jack son W ate r & Light D epartment . Jackson, Mo.
Kahoka Wate r & Light Dep artm ent,  Kahoka, Mo.
Tren ton Municipal Util ities , Trento n, Mo.
Vandalia  Municipal Util ities . V andalia , Mo.
Associa ted E lect ric Cooperative, Inc.. P.O. Box 754, Springfield. Mo.
Cen tral  E lectr ic Power Cooperative, Box 269, Jefferson City. Mo.
M. & A. Electric Power Coopera tive, Pop lar Bluff. Mo.
N. W. Elect ric Power  Cooperative, Inc., 312 N orth  Chestnu t Stre et, Cameron. Mo. 
Northeas t Missouri Electric Power Cooperative, Palmyra. Mo.
Owensville Municipal Utilit ies,  Owensvi lle, Mo.
Palmyra Ligh t & Wate r Department , Palmyra,  Mo.
Pleas ant  Hill Municipal Util ities, Pleas ant  Hill.  Mo.
Princeton Light & Wate r P lan t. Prin ceto n, Mo.
Rich Hill, City of. 316 North  6tli St,. Rich Hill, Mo.
Rock Por t Municipal Uti lity.  Rock Por t. Mo.
Shelbina Ligh t & Wate r Plant , Shelbina, Mo.
Sikeston Board  of Public Works. Sikeston, Mo.
City Uti liti es of Springfield, Springfield, Mo.
Alma Municipal Ligh t Plant . Alma. Nebr.
Ansley Municipal Light Plan t, Ansley. Nebr.
Auburn Board  of Public Works. Box 288, Auburn. Nebr.
Beaver Ci ty Municipal Pla nt,  Be ave r City, Nebr.
City of Blai r, Departm ent of Utilit ies.  B lair.  Nebr.
Broken  Bow, City of, Broken Bow. Nebr.
Burwell Municipal U tilities, Burw ell. Nebr.
Cambridge Light & Water  Works, Cambridge,  Nebr.
The C entr al Nebraska Publ ic Power  and I rriga tio n Dis tric t. Holdrege. Nebr.
Pa rk  River  Ligh t & Water Plan t, Pa rk  River. N. Dak.
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Val ley City  E lec tri c & W at er  Works, Vall ey City , N .Dak .
Ba sin  Elec tri c Power Coope rative,  Prov ide nt Lif e Bldg ., Bi smarc k, N. Dak.
Ce nt ra l P ower Elec tri c Coope rat ive , P.O. Box 1576, Minot, N. Dak.
Don Jon es,  W hite R ive r, S. D ak.
Nor thwes tern  Pu bli c Service Co,. Hu ron , S. Dak .
Sioux Fa lls  L igh t & P ow er Dep artm en t, Siou x Fa lls , S. Da k.
Al liance M unicipal Ut ili tie s, All iance,  Nebr.
Has tin gs  U til iti es  D ep ar tm en t, P.O. Box 289, Hastings, Nebr .
Ho ldrege  Municipal Li gh t & Wa ter , Holdreg e, Nebr.
Im pe rial  L igh t & W ater  P la nt , Im peria l, Nebr.
Kimb all  M unicipal Util iti es , Kim bal l, Nebr.
La ur el  M unic ipal P ow er P la nt , Laure l, Nebr.
Lin coln Elec tric Sys tem, 1401 “O” St., Lincoln, Nebr .
Lyo ns Ligh t & Wa ter P lant , Lyon s, Nebr.
Madiso n L igh t P lant , Mad ison , Nebr.
Ne braska  City Ut ili tie s, Ne braska  City, Nebr.
Cr ete  L igh t & Wa ter  W orks , Cre te,  Nebr.
Cu rti s, City of, Curt is,  Nebr.
Da vid  City  Ligh t & W at er  Dep ar tm en t, Da vid  City , Nebr.
Em erson Lig ht & Po wer Pl an t,  Emerso n, Nebr .
Fai rb ur y Lig ht & W ater  Dep ar tm en t, Fa irb ur y,  Nebr.
Fal ls  Ci ty Wate r & Lig ht De pa rtm en t, Fa lls  City, Nebr.
Fra nk lin Elect ric  L igh t P la nt , Fr an kl in , Nebr .
Fr em on t D epartm en t of U til iti es , Frem ont, Nebr .
Grand  Is land  E lec tric D ep ar tm en t, Gr an d Is lan d,  Nebr .
Re d Cloud  Light & Pow er Pl an t,  R ed Cloud , Nebr.
Sa rgen t, City of, Sarge nt,  Nebr .
Schuyle r D ep ar tm en t of  U til iti es , 124 Ea st  11th St., Sch uyler, Nebr.
Ci ty of Sidney, Sidney, Nebr .
Sp ald ing  Munic ipa l L igh t & Po we r P lant , Spa ldin g, Nebr.
S tu ar t L igh t & Pow er P lant , Stu ar t,  Nebr.
Su ther land  L igh t & Pow er P lant , Su the rla nd , Nebr .
Tec umseh  L igh t & W ater  D ep ar tm en t, Tecums eh,  Nebr.
Wahoo  W ater  & L igh t D ep ar tm en t, Wahoo, Nebr.
Ne braska  Public  Po we r D is tr ic t, Box  499, Colum bus, Nebr .
Mul len,  V illage of, Mull en, Nebr .
No rri s R ur al  Public  Pow er D is tr ic t, P.O. Box 399, B eatrice , Nebr.
Om aha  Publ ic Power D is tri ct , El ec tri c B uilding, Om aha , N ebr.
Ord L ight  & W ater  P lant , O rd, Nebr .
Ox ford Ligh t & Pow’er  P lant , Ox ford, Nebr.
Pe nd er  Mu nicipal L ight  Plant , Pender,  Nebr.
Plain vie w,  C ity of, Pla inv iew , Nebr.
Ra ndolp h Ele ctr ic Ligh t & W at er  P lant , Ra ndo lph , Nebr.
Ashland,  Ci ty of, Ashland,  K ans.
Au gusta , City  of, Augus ta, Kans.
Ba ldw in City  Lig ht & W at er  D epartm en t, Ba ldw in City , Kan s.
Bel levi le, City of, Bel leville , K ans. <
Beloit,  C ity of, Box 609, B elo it, Kans.
Bu rlingam e Lig ht & Po we r P lant , Burlin game , Kan s.
Bu rling ton Mun icipal Li gh t & Power Pl an t, 210 South  11th  St ree t, Burlin gto n,

Kan s.
Ch anute , City of, Chanute,  K ans.
Wak efie ld Lig ht P lant , Wakefield , Nebr.
Wa yne  L igh t D epartm en t, Wa yne, Nebr.
West Po in t Lig ht & W ater  W ork s, We st Po int , N ebr.
Wisn er Elec tric L igh t & Wat er  P lant , Wisner, Nebr.
Th e C en tra l Ka nsas  Power Co., H ays, Kans.
Kan sas Gas and El ec tri c Co., B ox 208, Wich ita , Ka nsas  
Ka nsas  Pow er and  L ight  Co., Tope ka,  Kans.
Bow erso ck Mills & Power Co., Law rence.  Kans.
Anthony,  Ci ty of , A nthony , Ka ns.
Greensb urg  Light and  Pow er  Syste m, Gre ensburg, Kan s.
Hi llsboro Mun icip al El ec tri c D ep ar tm en t, Hi llsb oro , Kan s.
He rin gton  W ater  an d El ec tri c D ep ar tm en t, He rin gto n, Kans.
Hill  City  W ater  an d Ligh t P la nt , Hill  Ci ty, Kans.
Ho isin gto n, City of. Ho isin gto n, Kan s.



Holton Light  Department, Holton , Kans.
Hor ton Wate r and Elect ric D epartment , Horton , Kans.
Hugoton Light  and  Water  Pl ant, Hugoton, Kans.
Iola  Elect ric System, P.O. Box 450, Iola , Kans.
Clay Center  Light and W ate r Pl ant , Clay Center, Kans.
Coffeyville Lig ht and Power System, Coffeyville, Kans.
Colby Water  and  Light Plant , Colby, Kans.
Ellinwood Light  and Wate r Depar tme nt, Ellinwood, Kans .
Ellis  Lig ht and Water  Pla nt, Ellis, Kans.
Erie W ate r and Light  Departm ent,  Er ie, Kans.
Garne tt, City of, G arnett, Kans.
Girar d Light and W ater  Pla nt,  G irar d, Kans.
Goodland, City of, Goodland, Kans.
Board of Publ ic Utilities, P.O. Box 650, McPherson, Kans.
Meade, city of, Meade, Kans.
Minneapolis, city  of, Minneapolis, Ka ns.
Mulvane, c ity of, Mulvane, Kans.
Neodesha, c ity of, Neodesha, Kans.
Norton, city of, Norton, Kans.
Oakley M unicipal P lant , P.O. Box 116, Oakley, Kans.
Oberlin, city  of, Oberlin, Kans.
Osage City Municipal Light P lan t, Osage City, Kans.
Jetm ore  Pow er & Light D epartment,  Je tmore, Kans.
City E lec tric  Department, City of Johnson, Johnson, Kans.
Kan sas  C ity Boa rd of Public Uti litie s, 1211 Nor th 8th Stre et, Kansas City, Kans. 
Kingman, c ity of, Kingman, Kans.
La Crosse, city  of, La Crosse, Kans.
Larned  W ate r & Electric  De par tme nt, Larned, Kans.
Lincoln Light Depar tmen t, Lincoln, Kans .
Lindsborg Light & Water Plant, Lindsborg, Kans.
Marion  W ate r & Light P lant, Marion, Kans.
St. Mary’s Wate r & Light Plant , St. M ary’s Kans.
Sharon Springs, city of Sharon Springs , Kans.
Stafford Wate r & Light P lan t, Stafford, Kans.
Sterling Light  & Wa ter  Pla nt, Ster ling , Kans.
Stockton M unicipal L ight  Plan t, Stock ton, Kans.
Wamego Light & W ater  Plant , Wamego, Kans.
Washington, c ity of Washington, Kans.
Well ington  Light  Department, Wellington, Kans.
Wilson, c ity of Wilson, Kans.
Osawatomie Light & Wate r Department , Osawatomie, Kans.
Osborne Municipal Light Pla nt,  Osborne, Kans.
Ottawa  W ate r & Ligh t Departmen t, Otta wa,  Kans.
Pra tt  Municipal Elec tric & Wate r De partmen t, Pr at t, Kans.
Prot ection Wate r & Light D epartment,  Protec tion,  Kans.
Russel l Municipal E lect ric System, Russe ll, Kans.
Sabetha, city  of Sabetha, Kans.
St. Francis  Wa ter  & Ligh t Dep artm ent , care  of City Office, St. Fran cis, Kans. 
St. John  Municipal Electric P lan t, St. John , Kans.
Municipal Elec tric  P lant, Berlin, Md.
Easton Uti litie s Commission, Eas ton, Md.
Hagerstown Elect ric Ligh t P lan t, Hage rstow n, Md.
Town of Bedford, Bedford, Va.
Town of Culpeper, Culpeper Ligh t & Powe r Pla nt,  care  of Town Office, Cul

peper, Va.
Danville Water, Gas & Ele ctric Department , Danville , Va.
Mar tinsville Electric  D epar tmen t, Martinsville , Va.
Rad ford D epartment of Publ ic U tili ties , R adford, Va.
Winfield Municipal Ligh t & Power P lan t, Winfield, Kans .
Caney Valley Elec tric Cooperative, Inc., Cedar  Vale, Kans.
Central Kansas Elect ric Coopera tive, Association. Inc., Great Bend, Kans. 
Sunflower Electric  Cooperative, Box 980, Hays, Kans.
Delm arva Power & Ligh t Co., 800 King St., Wilmington, Del.
Dover, the city of Dover, Del.
Lewes Bo ard of Public Works, Lewes, Del.
Balt imore Gas & Electric  Company, Lexington & Libe rty Sts., Baltimore, Md. 
Lake Lure, Town of Lake Lure, N. Carol ina



Lake Lure, Town of Lake Lure, N.C.
Departm ent of Public Utilit ies, 900 E. Broad St. Richmond, Va.
New Rive r Light & Power Co., 227 E. King St., Boone, N.C.
Accomack-Northampton Electric Coop., P.O. Box 288, Parksley , Va.B.A.R.C. E lect ric Coop., Inc., Millhoro, Va.
Cape Hat teras Electric  Member Corp., Buxton, N.C.
Craig-B otetourt  Electri c Coop., Box 265, New Castle, Va.
Duke Power Co., P.O. Box 2178, Cha rlotte, N.C.
Cascade  Pow er Co., P.O. Box 348, Breva rd, N.C.
Lockhart Po wer Co., Lockhart, S.C.
Nanthala  Pow er & Ligh t Co., F ran klin, N.C.
Flo rida  Public  Ut ilitie s Co., Post Office Drawer C, West P alm Beach, Fla.
Abbeville W ate r & Electric Plant, Abbeville, S.C.
Gulf Power  Co., 75 North Pace Blvd., P.O. Box 1151, Pensacola, Fla.
South Carolina Public Service Authority, P.O. Box 398, Moncks Corner, S.C.Tamp a Ele ctri c Co., I l l  N. Dale  Marbry Highway, Tampa, Fla.
Spartanb urg  Wa ter  Works, P.O. Box 251, S par tanb urg , S.C.
City of F or t Pierce, Fo rt Pierce , Fla.
City of Gainesville Util ities Dep artm ent,  Gainesville, Fla.
Homes tead Ligh t & Water Dep artm ent,  Krome Ave., Homestead, Fla.
Jacksonv ille E lect ric D epar tmen t, Room 613 City Hall, Jacksonville, F la.
City of Key West  Utility  Board , D uval and  Green Sts., Key West, Fla.
Kissimmee Ut ility Departm ent, P.O. Box 340, Kissimmee, Fla.
Georgia P ower Co., Atlanta , Ga.
Savanna h E lect ric & Power Co., P.O. Box 4102, Po rt W entworth,  Ga.
Crisp County Power Commission, Cordele, Ga.
Walter  F. George Project, P.O. Box 191, F or t Gaines , Ga.
Flor ida Power & Light Co., General Office Bldg., P.O. Box 3100, Miami, Fla.
Flor ida Power Corp., P.O. Box 14042, St. Pete rsbu rg, Fla
Lake Worth Uti litie s Authority , 114 College St., Lake Worth, Fla.
Lake land Light & Water Dep artm ent,  P.O. Box 368, Lakeland,  Fla.
City of New Smyrna Beach, Munic ipal Light & Power, New Smyrna Beach, Fla. Orlando U tilit ies Commission, Box 3193, Orlando, Fla.
Saint Cloud U tili ty Commission, St. Cloud, F la.
Sebring  Uti litie s Commission, 368 South  Commerce Ave., Sebring, Fla. Sta rke  Lig ht & W ate r Plant, P.O. Box 1056, S tarke, Fla.
City of Tal laha ssee , Ta llahassee , Fl a.
Jim  Woodruff  Project,  U.S. Army Corps of Engineers, Chattahoochee, Fla.Vero Beach Municipal Power P lan t, Vero Beach, Fla.
Wauchula Light & Wate r Plant , W auch ula, Fla.
Florida  Keys Electric Co-operative, Inc., Tavernier, Fla.
Kentucky Uti litie s Co., 120 South Lim estone St., Lexington, Ky.
Louisv ille Gas  & Ele ctric Co., 311 West Ches tnu t St., Louisville.  Ky.
Henderson Electric  Light Stat ion,  Henderson,  Ky.
Owensboro Municipal Ut ilities , 4301 Hardinsb urg  Rd., Owensboro, Ky.
Big Rivers Ru ral  Elec tric Co-Operative Corp., P.O. Box 24, Henderson, Ky. 
Yazoo City Public Service Commission, Y’azoo City, Miss.
South Mississippi Electric  Power Association, P.O. Box 2018, Hattiesbu rg, Miss. Arkansas Power & light Co., Pine  Bluff, Ark.
Augusta Light & Water P lant, A ugusta, Ark.
Conway Corp., Conway, Ark.
Jonesboro Wate r & Light P lan t, Jonesboro, Ark.
Parago uld  L ight P lant  Commission, Paragou ld, Ark.
Pigg ott Public Imrpovement D ist ric t No. 1, Piggott,  Ark.
Ea st Kentucky Rural  Electric  Co-operative Corporation, Winchester,  Ky. 
Alabama Powe r Co., Birmingham. Ala.
Southern Electric Generating  Co., 600 North 18tli St., Birmingham, Ala.
Millers Ferry  Powe r Project, U.S. Army, Corps of Engineers, P.O. Box 418, Camden, Ala.
Mississippi Power Co., 2992 West Beach. P.O. Box 4079. Gulfport, Miss.
Mississippi Powe r & Light Co., Electric Building. Jackson. Miss.
Clarksdale W ate r & Light Departme nt, 306 Sharkey Ave., Clarksdale, Miss.
City of Collins, Collins, Miss.
Greenwood U tilities. P.O. Box 866, Greenwood. Miss.
Arkansas Electric Cooperative, Corp., 8000 In te rs ta te  Dr., Lit tle Rock, Ark. 
Central  Louisiana Elect ric Co., Inc., P.O. Box 3368, Lafayette , La.
Louisiana  Power & Light  Co., New Orleans, La.



New Orleans Public Service Inc., P.O. Box 60340, New Orleans, La.
Alexandria Electric Light & Water Works, Alexandria, La.
Franklin Municipal Plant, Franklin,  La.
Homer Light & Water  Plant, Homer, La.
Houma Light & Water Plant, Houma, La.
Jonesboro Power & Light Plant, Jonesboro, La.
City of Lafayette Utilities System, P.O. Box 208, Lafayette, La.
Lake Providence Electric and Water  Plant, Lake Providence, La.
Minden Light & Wate r Department,  Minden, La.
City of Monroe, Municipal Power Plant, P.O. Box 84, Monroe, La.
Morgan City Water & Electric P lant, Morgan City, La.
Natchitoches, City of, Natchitoches, La.
Sewerage & Wate r Board of New Orleans, 1300 Perdido St., New Orleans, La.
New Roads Light and W ater Plant, New Roads, La.
Plaquemine Light & Water P lant, Plaquemine, La.
Rayne Electric Light & Wate r Plant , P.O. Box 69, Rayne, La.
Rayville Light & Water Plan t, P.O. Box 67, Rayville, La.
Ruston Department of Water & Light, Ruston, La.
Thibodaux Light & Water Plant, Thibodaux, La.
Cajun Electr ic Power Cooperative, Inc., P.O. Box 578, New Roads, La.
Oklahoma Gas & Electric Co., P.O. Box 321, Oklahoma City, Okla.
Public Service Co. of Oklahoma, P.O. Box 201, Tulsa, Okla.
Anadarko Municipal Water & Light, Anadarko, Okla.
Blackwell Water and Light Department, Blackwell, Okla.
Corps of Engineers, Broken Bow Office, P.O. Box 730, Broken Bow, Okla.
Cherokee Municipal Light & Water Department, Cherokee, Okla.
Cushing Light & Power Plant, Cushing, Okla.
Grand River Dam Authori ty, Drawer G, Vinita, Okla.
Keystone Dam Project, U.S. Army, Corps of Engineers, Sand Springs, Okla.
Corps of Engineers, Robert S. Kerr Lock and Dam, Star Route 4, Box 182, 

Sallisaw, Okla.
Kingfisher Light & Power Department, Kingfisher, Okla.
Lindsay Light & Power Department, Lindsay, Okla 
Mangum Light & Power Department, Mangum, Okla.
Marlow Water & Light Department, Marlow, Okla.
Newkirk Power & Light Department, Box 469, Newkirk, Okla.
Town of Okeene, Okeene, Okla.
Pawhuska Light & Power Department, Pawhuska, Okla.
Perry Water & Light Department, Perry, Okla.
Ponca City Water & Light Department, Ponca City, Okla.
Stillwater Water & Light Department, Stillwater , Okla.
Tonkawa Light & Water Department, Tonkawa, Okla.
Fort Gibson Project, Route 1, For t Gibson, Okla.
Tenkiller Ferry Project, Route 1, Fo rt Gibson, Okla.
U.S. Army Engineers, Eufau la Dam, Route 4, Box 310, Stigler, Okla.
Western Farmers Electric Cooperative, P.O. Box 510, Anadarko, Okla.
Central Power & Light Co., Corpus Christi, Tex.
Dallas Power & Light Co., 1506 Commerce St., Dallas, Tex.
Houston Lighting & Power Co., Houston, Tex.
Southwestern Electric  Service Co., 214 E ast Rusk St., Jacksonville, Tex.
Texas Electric Service Co., P.O. Box 970, For t Worth, Tex.
Texas Power & Light  Co., P.O. Box 6331, Dallas, Tex.
West Texas Utilities Co., Abilene, Tex.
City of Austin Electric Department, P.O. Box 1088, Austin, Tex.
City of Baird Municipal Plan t, 228 Walnut St., Baird, Tex.
Brady W ater & Ligh t Works, Brady, Tex.
Brazos River Authority, P.O. Drawer 7555, Waco, Tex.
Brownfield Power & Light  Plant, Brownfield, Tex.
Brownsville Water & Light Department, P.O. Box 1632, Brownsville. Tex.
City of Bryan, Bryan, Tex.
Canadian Light Department, Canadian, Tex.
City of Coleman, Coleman, Tex.
Commerce Light & I’ower Co., Commerce, Tex.
Crosbyton Electric System, Crosbyton, Tex.
Denton Municipal Utility, Department of Public Utilities, Municipal Bldg., 

Denton, Tex.
Electra Light & Power System, P.O. Box 504, Electra, Tex.



296

Floydad a Municipal Ligh t and Power , 112-114 West  Virginia St., Floydada , Tex.
Garland, City of, Electronic Departm ent,  P.O. Box 189, Garland, Tex.
Greenv ille City  of, P.O. Box 1049, Greenville, Tex.
Guadalupe  Blanco River Authority,  H ydroelectric  Division, Seguin, Tex.
Hearne Municipal P lant , Hearne, Tex.
Jas per Municipal Light & Power P lan t, Jas per, Tex.
Lower Colorado River Au thori ty, P.O. Box 220, Austin, Tex.
City of Lubbock, Lubbock, Tex.
Red Bluff Wa ter  Power Control D istr ict,  Pecos, Tex. *
Sam R ayburn Dam, Corp of Engineers, U.S. Army, Ja spe r, Tex.
City of Robstown Lighting Power System, Robstown, Tex.
City Publ ic Service Board, San Antonio, Tex. tSabine Riv er Authority , Sta te of Louisiana, P.O. Box 44155, Capitol Statio n,

Bato n Rouge, La.
Seguin E lect ric & Water D epar tmen t, Seguin, Tex.
Teague Light Depa rtment, Teague, Tex.
Tul ia Light & Powe r D epar tmen t, Tul ia, Tex.
Intern ational Boundary & Water Commission, P.O. Box 1859, El Paso, Tex.
Corps of Engineers, U.S. Army, P.O. Box 38 Laguna Park Ru ral  Statio n,

Clifton, Tex.
The R eside nt Engineers, Corps of Enginee rs, Denison, Tex.
Vernon Municipal  Light Department, Vernon, Tex.
City of Win ters , Municipa l Electric  Dep artm ent,  310 South  Main St., Win ters,

Tex.
Brazos  Electr ic Power  Cooperative,  Inc., P.O. Box 6296, Waco, Tex.
Medina Electri c Cooperative, Inc., P.O. Box 1028, Pea rsall, Tex.
South  Tex as E lect ric Cooperative, Inc., P.O. Box 2485, Victoria, Tex.
Montana  L ight  & Power Co., Troy, Mont.
Montana Powe r Co., 40 Eas t Broadway, But te, Mont.
U.S. Indian Irr iga tio n Service, Polson, Mont.
Atl anta P ower Co., At lanta , Idaho.
Bonners F err y Municipal Ligh t & W ate r Depar tmen t, Bonners Ferry, Idaho .
Idaho Falls  Elec tric  Ligh t Dep artm ent,  City Elec tric  Engineer, Idaho Falls,

Idaho.
Soda Springs L ight  & Power Department,  Soda Springs, Idaho.
Cheyenne Light, Fuel  & Pow er Co., P.O. Box 840, Denver, Colo.
Basin  Light Power Plan t, Box 616, Basin,  Wyo.
Publ ic Service Co. of Colorado, P.O. Box 840, Denver, Colo.
Bur ling ton Light, Power & Wate r System, Burl ington, Colo.
Colorado Springs L ight & Power Department , Colorado Springs , Colo.
Delta Municipal L ight  & Power Co., P.O. Box 19, Del ta, Colo.
Board of Wa ter  Commissioners, City and  County of Denver, 144 West Colfax,

Denver, Colo.
Town of Estes  P ark , E stes Par k, Colo.
Town of Holly , Holly, Colo.
Julesburg, Town of. Julesburg, Colo.
Municipa l E lectric  Plant , S ixth and Colorado Ave., La Jun ta,  Colo. <
Las Animas Municipal Light & Power, Las Animas, Colo.
Lam ar L ight  & Power Depa rtment, Lam ar, Colo.
Longmont, City of, Longmont, Colo.
Loveland Ele ctri cal Department, Loveland, Colo.
Trin idad , City of, E lect ric Power  & L ight  Department,  Trinidad , Colo.
Walsenburg Ut iliti es, City of Walsenburg, P.O. Box 311, Walsenburg, Colo.
Colorado-Ute Electri c Association, Inc., P.O. Box 1149, Montrose, Colo.
Redlands Wa ter  & Pow er Co., P.O. Box 216, Grand Junc tion , Colo.
New Mexico Elec tric  Service Co., Hobbs, N. Mex.
Public Service Company of New Mexico, P.O. Box 2267, Albuquerque, N. Mex.
Clayton Municipal E lectr ic System, Clayton, N. Mex.
Farm ington, City of, P.O. Box 900, Fa rmington,  N. Mex.
The Raton  I’ublic Service Co., Rato n, N. Mex.
City of Tucum cari, Tucum cari, N. Mex.
Southwest  Region, Bureau of Reclamation,  Her ring  Plaza, Box II 4377, Ama

rillo, Tex.
Lea County E lectric  Cooperative , Lovington.  N. Mex.
Pla ins  Elec tric  Generation & Transm ission Cooperative, 2401 Aztec Rd. N.E.,

Albuquerque, N. Mex.
The Tucson Gas & Electri c Co., P.O. Box 711, Tucson, Ariz.



Safford Municipal Utilit ies, P.O. Box 55, Safford, Ariz.
Sa lt Riv er Pro ject Agr icul ture  Improvement & Power Dis tric t, P.O. Box 1980, 

Phoenix, Ariz.
U.S. Ind ian  Ir rig ation  Service, Coolidge, Ariz.
Arizona E lect ric Power  Cooperative , Inc., P.O. Box 148A, Benson, Ariz.
Beaver Ci ty Corporation, Beaver , U tah.
Bou ntiful Municipal Electri c Pl an t, Boun tiful,  Utah.
Brigham City Corp., Brigham, Utah .
Eph raim  Electr ic L ight & Pow er P lan t, Ephraim,  Utah.
Fai rview Municipal E lect ric P lan t, Fairview , Utah.
Heber Light  & Power Pla nt,  Heber, Utah.
Hyrum  Electr ic L ight  Plant , Hyrum,  Utah.
Logan M unicipal Light P lan t, Logan, Utah.
Mant i Ci ty Light & Power Plant , 110 South 4th West, Manti, Utah.
Monroe Power & Ligh t Depar tment, Monroe, Utah.
Mount P lea san t E lect ric L ight  Depar tment, Mount P leasan t, Utah .
Murray  Power Pla nt Departm ent,  Murray, Utah.
Parowan City Corp., Parow an,  U tah.
Depar tme nt of  Utili ties, Provo City Cori)., Provo, U tah.
Springvi lle Electr ic L ight  System, 09 Eas t 4th South, Springville, Utah.
Strawber ry Wa ter Users Associat ion, Spanish Fo rk, Utah.
Weber Basin  W ate r Conservation  D istr ict , 2837 Ea st Highway 193, Layton , Utah. 
Garkane Power Association,  Inc., Richfield, Utah.
Nevada P ower Co., P.O. Box 230, L as Vegas, Nev.
Carlin Municipal L ight Co., Carlin, Nev.
Wells R ura l E lect ric Co., Wells, Nev.
Pug et Sound Power  & Light Co., Pug et Power Bldg., Bellevue, Wash.
Cen tra lia  Light Department, Centralia , Wash.
Public U tili ty Distr ict  No. 1 of Chelan County, Wenatchee, Wash.
Publ ic Uti lity  Distr ict  No. 1 of Douglas  County. 1151 Nor th Main St., East 

Wenatchee, Wash.
Publ ic U tilit y D istr ict  No. 2, G ran t County, P.O. Box 878, Ephra ta,  Wash, 
ru bl ic  Ut ility  D ist ric t No. 1, Pe nd Oreille  County, Newport, Wash.
Sea ttle  De par tment of Lighting, 1015 Th ird Ave., Seattle, W ash.
City of Spokane W ater Divis ion, 90 E al st  Grace  Ave., Spokane, Wash.
Depar tment  of Public Utili ties  Lig ht Division, City o f Tacoma, Tacoma, Wash. 
Washing ton Public Powe r Supply System, 130 Vista  Way Box 6510, Kennewick, 

Wash.
Po rtland G enera l Electr ic Co., 906 Ele ctri c Bldg., Port land, Oreg.
Baker  Municipal Electric  Plant, Bak er, Oreg,.
Eugene Wa ter  & Elec tric  Board, 500 East Fourt h Ave., P.O. Box 1112, Eugene, 

Oreg.
Pacific Gas & Electric  Co., 245 Mark et St., San Fra ncisco, Calif.
San Diego Gas & Electr ic Co., P.O. Box 1831, San Diego, Cal if.
City of Burbank, Public  Service Departm ent,  B urba nk, Calif.
East Bay Municipal U tility D istr ict , P.O. Box 4616, Oakland, Calif.
Glendale Public  Service Dep artm ent , 800 Airway, Glendale , Calif.
Ile tch  H etchy  W ater and Power, 855 H arri son  St., San Francisco , Cal if.
Imperia l Irr iga tion Dis tric t, Imper ial,  Calif.
Merced I rri ga tio n Dis tric t, P.O. Box 2288, Merced, Calif.
Nevada  Irr iga tion Dis tric t, P.O. Box 823, Colfax, Calif.
Oakdale and South San Joaquin Irr iga tio n Dis tric ts, Tri-Dam Project,  P.O. Box 

188, Oakdale, Calif.
Oroville Wyandot te I Dis tric t, P.O. Box 117, Forbestown,  Calif.
Placer  County  Wa ter  Agency, Pow er Systems Division, P.O. Box 667, Foresth ill, 

Calif.
Sacramento Municipa l Ut ility  Distr ict , P.O. Box 15830, Sacramento , Calif.
Sta te of Cali forn ia, Depar tme nt of Wate r Resources, P.O. Box 388, Sacram ento, 

Calif.
Turlock Irr iga tion Dis tric t, Turlock,  Calif.
Yuba County  Wa ter  Agency, Pow er System, P.O. Box 176, Dobbins. Calif.
Yuma County  W ate r Users  Associa tion, P.O. Box 708, Yuma, Ariz.
Escondido Mutual Wa ter Co., 620 Nor th Ash St., Escondido, Calif.
Alaska Elec tric  Light & Power  Co., 134 F ran klin St., Jun eau , Alaska.
Alaska  Powe r & Telephone Co., Skagway, Alaska.
Haines  Light  & Power Co., Haines, Alaska.
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Northe rn Commercial Co., Bethel,  Alaska.
Northe rn Commercial Co., M cGrath , Alaska.
Pelican Util ity Co., 653 Nor the ast  No rthlake Way, Seatt le, Wash.
Anchorage Municipal Ligh t & Powe r Depa rtment, P.O. Box 400, Anchorage,

Alaska .
Cordova, town of, P.O. Box 20, Cordova, Alaska.
Alaska Power  Administra tion , P.O. Box 50, Juneau , Alaska.
Fairbanks Municipal Uti lity  System, 645 5th Ave., Fai rbanks , Alaska. .
Hoonah, City of, Box 38, Hoonah, Alaska.
Ketchikan  Public Utili ties, P.O. Box 1019, Ke tchikan, Alaska.
Metlak atla  Power & Light, Pu rple L ake Plant, Met laka tla, Alaska.
Naknek E lect ric Association, Inc., Naknek, Alaska. 1*
Nome Ligh t & Power Util ities , P.O. Box 70, Nome, Alaska .
l’ete rbu rg Ligh t & Power Dep artm ent,  P.O. Box 329, Petersburg, Alaska.
Seward Elec tric System, P.O. Box 337, Seward, Alaska.
Sitk a Municipa l Ut ilitie s, P.O. Box 79, S itka,  Alaska.
Wrangell Light Depa rtment, P.O. Box 531, Wrangell, Alaska.
Chugach Elect ric Associat ion, Inc., P.O. Box 3518, Anchorage, Alaska.
Copper Valley E lectr ic Associat ion, P.O. Box 45, Glennallen, Alaska.
Golden Valley Elec tric A ssocia tion, Inc., P.O. Box 1249, Fairban ks,  Alaska.
Kodiak Elec tric Association, Inc., P.O. Box 787, Kodiak, Alaska 
Kotzebue E lectri c Association, Inc., P.O. Box 44, Kotzebue, Alaska.
Nushagak  Electric Cooperative, Inc., Box 197, Dillingham,  Alaska.
Hawaiian  Electr ic Co., Inc., P.O. Box 2750, Honolulu, Hawa ii.
Hilo Electric  Light Co., Ltd., P.O. Box 1027, 1200 Ki lauea Ave., Hilo, Hawaii.
Kauai  E lect ric Co., P.O. Box 278, Eleele K auai , Hawaii.
Maui Elec tric  Co., Ltd., P.O. Box 398, Kahului,  Maui, Hawaii.
Molokai Elec tric Co., Ltd., Kaunaka kai , Molokai, Hawaii .

A
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82 5 N o rth  C a p i t o l  S t re e t  
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ELEC TRIC  UTILITY FUEL PLANNING REPO RT
(D e f in it io n s  and Q u a n ti ti e s  as d e fi n e d  in  F .P .C . Form Nos . U and 12 )

U t i l i t y  Name and A d d re ss F u e l P la n  f o r  (M o n th , Y e a r)

T h is  r e p o r t  s h a l l  be f i l e d  in  q u a d r u p li c a te  75 da ys p r i o r  to  b e g in n in g  o f  s u b je c t  m on th , a l l  as  s e t 
f o r t h  in  S e c ti o n  1 4 1 .J 00  o f  th e  C om m is s io n ’ s R e g u la t io n s ,  A p pro ved F orm s, u n d e r th e  F e d e ra l Po wer  A c t , 
18 CFR 1 4 1 .5 0 0 , an d F e d e ra l Po wer  C om m ission O rd e r No . 49 7.

SC HE DULE -  1

PR O JE CTED ENERGY RE QU IREM EN TS AND SOUR CES 

(R EPO RT BY SY STEM )

( * )  (B )
P r o je c te d  K w -h rs  A c tu a l K w -h rs

D u r in g  D u r in g  Same Mon th
M on th  o f t  Year E a r l i e r

1
Sys te m  n e t g e n e ra ti o n
(S h o u ld  e q u a l t o t a l  o f  5 , 6, 7 , 8 , 9 , 10 , l l )

2 E nerg y r e c e iv e d  fr o m  o th e rs  (E x c e p t b o rd e r  l i n e  r e c e ip t s )

J
Energ y d e l iv e r e d  f o r  r e s a le  to  th o s e  c la s s  I  an d IE  sys te m s 
w h ic h  o b ta in  a p a r t  o f  t h e i r  pow er s u p p ly  fr om  so u rce s  
o th e r  th a n  re s p o n d e n t’ s sys te m .

4 N et  en e rg y  f o r  lo a d  ( it e m  1 p lu s  2 m in us  5)

5 N et g e n e ra ti o n  fr o m  h yd ro  po wer

6 N et g e n e ra ti o n  fr om  c o a l

7

N et g e n e ra ti o n  fr o m  n a tu r a l  gas
(a )  Steam e l e c t r i c  g e n e ra ti o n

(b )  I .C .  an d G .T . g e n e ra ti o n

8 N et g e n e ra ti o n  fr om  heav y o i l s  (# 4 , 5 , 6 ) and c ru d e

9

N et g e n e ra ti o n  fr o m  m id d le  d i s t i l l a t e  o i l s  (f 1,  2 , k e ro s e n e )
( a )  Steam e l e c t r i c  g e n e ra ti o n

( b )  I .C .  an d G .T . g e n e ra ti o n

10 N et g e n e ra ti o n  fr om  n u c le a r  po wer

11 N et g e n e ra ti o n  fr om  o th e r  fu e ls
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SCHEDULE - 2

PROJECTED FUEL REQUIREMENTS FOR GENERATION

( * )  (8 )  
P ro je c te d  A c tu a l D u ri ng

D uri ng  Same Mon th
Mon th  o f :  Ye ar  E a r l ie r

1 C oa l (S h o r t Tons)

2

N a tu ra l Gas (M c f)
(a )  F or s te a m -e le c t r ic  g e n e ra ti o n

(b )  F o r I .C .  and G .T . g e n e ra ti o n

J Heavy O il s  ( | 4 ,  5 , 6 ) and Crude  (4 2  G a l. B b l . )

4

M id d le  D i s t i l l a t e  F u e ls  (# 1 , 2 , ke ro sen e) (4 2  G a l.  B b l . )
(a )  F or s te a m - e le c t r ic  g e n e ra ti o n

(b )  F or I .C .  and G .T . g e n e ra ti o n

In  item s 3 and 4 r e p o r t  th e  min imum o i l  re q u ir e m e n ts  c o n s is te n t  w it h  th e  assu re d  s u p p li e s  o f  o th e r  fu e ls .  

I f  item s 3 and 4 do no t re p re s e n t th e  minim um re q u ir e d  o i l  c o n su m p ti o n s , e x p la in .
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SCH EDU LE -  1

PR OJE CT ED  FU EL  STOCKS
(* )

Begi nn in g of Month
(8 )

End o f  Month 
o f t  _________________

1

(a )  S h o rt To ns

COAL
(b ) Burn  Day s

2

(a )  42 G a l.  B b l.

HEAVY O IL S
(b ) Burn  Day s

3

(a )  42  G a l.  B b l.

MID DL E D IS TIL LA TE O IL S
(b )  Burn  Day s

1

I
SCH EDULE -  5 

O IL  SU PP LIE RS
( * ) (8 )

Per Cen t M id d l
and Per Cen t Hea vy D i s t i l l a t e  O il
o i l  ty p e O i ls  S u p p lie d S u p p li  ed

1

2

3

4

5

6 TO TAL AL L OTHER SU PP LIE RS

TOTAL 1 0 0 . 0  $ 1 0 0 . 0 $

SCH EDULE -  6
POWER IMP ORT CAPA BI LI TY  IN  CASE OF FUEL D E FIC IE N C IE S  

(S ys te m s le s s  th a n  200 MW c a p a c it y )

1 DO YOU HAVE INTERC ON NECTION  C A P A B IL IT IE S? Q  YES | 1 NO

2 INT ERCO NN ECTIO N CAPAC ITY, MW

3 PR OJ EC TE D PEAK LOAD DURING MONTH, MW
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F ederal  P ower  Com m is si on , 
Washington , D.C., December 7 ,1973.

FP C Orders E lectric Utilities  To F ile  Reports on Projected Generation and 
F uel Requirem ents

The Federal Power Commission today directed the nation’s ut ilities  which gen
erate electric power to immediately commence filing monthly reports on their  

I  projected electric generat ion and fuel requirements.
The FPC said that the projections must be consistent with minimum consump- 

I tion of petroleum and na tural gas fuels.
► The Commission’s orde r went to approximately 900 utilities. The reporting  sys

tems own and operate essentially  all of the nation’s electric utility generating 
capacity, and include investor-owned, publicly owned, and cooperatively owned 
utilities.

The FPC said it planned to collate the data  by operating utilities , power pools 
and electric reliabili ty council areas. The Commission said the information 
would provide an assessment of u tility  fuel availab ility, requirements, and gen
erat ing capability among utilities, regionally and interregionally. The Commis
sion said it anticipated that Federal governmental fuel allocation procedures 
will reflect a continuing subs tantial use of this information.

The first of the reports (Form 23) covering January of 1974, are to be filed 
by December 18. The February  and March reports are  both due by December 31. 
Thereaf ter, the reports must  be submitted 75 days in advance of the beginning 
of the month covered.

The Commission noted tha t fuel supply availability for electric utili ty genera
tion varies from system-to-system and from region-to-region. Coastal region 
utilit ies the larger users of petroleum resources fo r boiler fuel, and u tilities  in the 
southwest and south central regions, the large r users of natura l gas for boiler 
fuel, are experiencing increas ing shortages of these critical fuels, the FPC said.

The Commission said that  the new report form will provide a data  base upon 
which utility uses of petroleum resources may be allocated or authorized under the  
Emergency Petroleum Allocation Act of 1973 (P. L. 93-159, 87 Stat. 627) or other 
statutory authority. The information also is relevant to utility and regulatory 
commission analyses of intersystem and interreg ional transfers of electric 
power to maximize the use of coal, nuclear fuel, and hydroelectric capacity, 
nationally, the FPC said.

The Commission said fur the r tha t the data also relates informationally to its 
activities  in allocating nat ura l gas supplies under the Natu ral Gas Act, insofar 
as tha t fuel is still used in electric ut ility generation. The Commission said it was 
not exercising it s nat ura l gas regulatory jurisdict ion, but rath er is surveying all 
electric ut ility fuel needs.

The report will provide the following information :
Projected generation requirements and energy sources for the month, as com

pared to the corresponding month of the previous year ;
» Projected fuel consumption for the month, compared to the corresponding

< month of the previous ye ar ;
Effects of plant alterations, additions, retirements or other changes within the 

past  year on projected fuel consumption for the month ;
Projected fuel stocks a t the  beginning and end of the month ;
A list of the utilit y’s oil suppliers ; and
Identification of the interconnection capacity and projected peak load during 

the month for systems with less than 200 megawatts  capacity.

o
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